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POSTAL-RATE REVISION 





MONDAY, JULY 13, 1953 


House or REPRESENTATIVES, 
CoMmMITTEE ON Post OFFICE AND CIvIL SERVICE, 
Washington, D. ¢ 
The committee met at 9:30 a. m. in the committee room of tl 
House Committee on Post Office and Civil Service, the Honorab 
Edward H. Rees (chairman) presiding 
(H. R. 6052 is as follows: 
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char prescribed in a rdance with subsection (c) of this section 


Che Postmaster General is authorized to prescribe by regulation from tin 
o time the charges to be collected on delivery in the case of any matter of the 


first class mailed without prepayment of any postage or without prepayment of 
the full amount of postage due. In determining such charges, the P naste 
General shall take into consideration the postage actually due, and, tot ext it 





practicable, the additional expense incurred by reason of the failure to pay the 
applicable postage and the desirability of minimizing the incidence of suc! 
mailings 
1) Regulations issued by the Postmaster General under subsections (b) and 
hall, to the extent prescribed therein, supersede existing laws, regulation 
and orders governing the subject matter covered thereby 
e) Section 12 (a) of the Act of October 30. 1951 (39 U.S. C. se 246f (a 
amended by inserting before the period at the end thereof a semicolon and the 
following: 
9) for returning undeliverable letters and parcels of the first class from 
the dead-letter office to the senders ” 
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SECOND-CLASS MAIL 


2. (a) In the case of publications entered as second-class matter (including 

ample copies to the extent of 10 per centum of the weight of copies mailed to 

eribers during the calendar year) when mailed by the publisher thereof from 

the post office of publication and entry or other post office where such entry is 

authorized, or when mailed by news agents (registered as such under regulations 

pl ribed by the Postmaster General) to actual subscribers thereto or to other 
ws agents for the purpose of sale, the rates of postage shall be as follows: 

1) On that portion of any such publication devoted to matter other than 
advertisements, beginning October 1, 1953, and extending through June 30, 
1954, the rate of postage shall be 24% cents per pound or fraction thereof, 
and beginning July 1, 1954, the rate of postage shall be 2)2 cents per pound 
or fraction thereof 

2) On that portion of any such publication devoted to advertisements, 
the rates per pound, or fraction thereof, for delivery within the eight postal 
zones established for fourth-class matter, shall be 

(A) beginning October 1, 1953, and extending through June 30, 
1954— 
For the first and second zones, 2% cents, 
For the third zone, 3 cents, 
For the fourth zone, 4 cents, 
For the fifth zone, 6 cents, 
For the sixth zone, 7% cents, 
For the seventh zone, 84% cents, 
For the eighth zone, 10 cents, 
B) beginning July 1, 1954 
For the first and second zones 2% cents, 
For the third zone, 3% cents, 
For the fourth zone, 5 ce nts, 
For the fifth zone, 7 cents, 
For the sixth zone, 8% cents, 
For the seventh zone, 10 cents, 
For the eighth zone, 1] cents. 
Where the space devoted to advertisements does not exceed 5 per centum of the 
total space, the rate of postage sl 
was devoted to matter other tl 
b) The rates of postage sh 


ll be the same as if the whole of such publication 
1an advertisements. 








all be the same as authorized by existing law on the 
folowing second-class matter 
1) Newspapers or periodicals maintained by and in the interest: of reli- 
giou., educational, scientific, philanthropic, agricultural, labcr, veterans’, or 
fraternal organizations or associations, not organized for profit and none of 
the net income of which inures to the benefit of any private stockholder or 
individual 

2) Religious, educational, or scientific publications designed specifically 

for use in school classrooms or in religious instruction classes; 

3) Publications addressed for delivery within the county in which they 
are published and entered as such; and 

1) Newspapers and periodicals subject to the pe. copy rates prescribed by 
section 25 of the Act of March 3, 1879, as amended (39 U.S. C., sec. 286). 

(c) The rates prescribed in subsection (a) of this section shall be subject to a 
minimum postage charge of one-half of 1 cent, computed on each individually 
addressed copy cr package of unaddressed copies. The rates authorized by 
existing law on the publications listed in subsection (b) of this section shall be 
subject to a minimum postage charge of one-eighth of 1 cent, computed in the same 
manner, except that the minimum postage charge shall not apply te any copy 
subject to the rate of 1 or 2 cents per copy prescribed by section 25 of the Act of 
March 3, 1879, as amended. 

d) On and after October 1, 1953, the postage shall be computed at the rates 
and charges prescribed in subsections (a), (b), and (c) of this section without 
regard tc any of the increases of 10 per centum, beginning on April 1, 1952, April 1, 
1953, and April 1, 1954, prescribed by section 2 (a) of the Act of October 30, 1951 
(39 U.S. C., see. 289a). 

e) Nothing contained in this section shall affect the free-in-county mailing 
privilege provided by existing law. 

‘) The rates of postage on copies of publications having second-class entry 
mailed by others than the publishers or authorized news agents, sample copies 
mailed by the publishers in excess of the 10 per centum allowance entitled to be 
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sent at the pound rates, and copies mailed by the publishers to persons who may 
not be included in the required legitimate list of subscribers, shall be, in the case 
of publications weighing 8 ounces or less, the applicable rates now or hereafter 
prescribed by law on third-class matter, and, in the case of publications weighing 
in excess of 8 ounces, the applicable rates now or hereafter prescribed or author- 
ized by law on fourth-class matter. In each case the postage shall be computed 
on each individually addressed copy or package of unaddressed copies, and not on 
the bulk weight of the copies and packages. 


THIRD-CLASS MAIL 


Sec. 3. (a) The rates of postage on third-class matter shall be 3 cents for the 
first two ounces or fraction thereof, and 1 cent for each additional ounce or frac- 
tion thereof up to and including 8 ounces in weight, except that on matter mailed 
by religious, educational, scientific, philanthropic, agricultural, labor, veterans’, 
or fraternal organizations or associations, not organized for profit and none of the 
net income of which inures to the benefit of any private stockholder or individual, 
the rates shall be as follows: 

(1) 1% cents for each 2 ounces or fraction thereof on books and catalogs 
of twenty-four pages or more, seeds, cuttings, bulbs, roots, scions, and plants 
not exceeding 8 ounces in weight; and 

(2) 2 cents for the first 2 ounces or fraction thereof, and 1 cent for each 
additional ounce or traction thereof, on all other third-class matter. 

(b) Under such regulations as the Postmaster General may prescribe for the 
collection of postage and for facilitating the handling of such matter in the mails, 
separately addressed identical pieces of third-class matter in quantities of not 
less than 20 pounds, or of not less than two hundred pieces, may be mailed at a 
pound rate of postage applicable to the entire bulk mailed at one time of 12 cents 
for each pound or fraction thereof, subject to a minimum postage charge per 
piece of 2 cents, except that on matter mailed by religious, educational, scientific, 
philanthropic, agricultural, labor, veterans’, of fraternal organizations or asso- 
ciations, not organized for profit and none of the net income of which inures to 
the benefit of any private stockholder or individual, the rates shall be as follows: 

(1) 10 cents for each pound or fraction thereof, subject to a minimum 
postage charge per piece of 1 cent, on books and catalogs of twenty-four 
pages or more, seeds, cuttings, bulbs, roots, scions, and plants not exceeding 
8 ounces in weight; and 

(2) 14 cents for each pound or fraction thereof, subject to a minimum 

postage charge per piece of 1 cent, on all other third-class matter. 


CONTROLLED CIRCULATION PUBLICATIONS 


Sec. 4. The rate of postage on the publications defined in section 203 of the 
Act of July 3, 1948 (39 U.S. C., sec. 291b), weighing eight ounces or less shall 
be 12 cents for each pound or fraction thereof, computed on the entire bulk 
mailed at one time, but not less than 2 cents per piece. 


BOOKS 


Sec. 5. Books, permanently bound for preservation consisting wholly of reading 
matter or reading matter with incidental blank spaces for student’s notations 
and containing no advertising matter other than incidental announcements of 
books and when in parcels not exceeding seventy pounds in weight, may be sent 
at the postage rate of 10 cents for the first pound or fraction thereof and 5 cents 
for each additional pound or fraction thereof. 


DOMESTIC AIR MAIL 


Src. 6. The rate of postage on domestic air mail as defined in section 2 of the 
Act of August 14, 1946 (39 U. S. C., sec. 462a), weighing eight ounces or less 
(except postal cards and private mailing or post cards) shall be 7 cents for each 
ounce or fraction thereof. 


DETERMINATION OF CLASS OF POST OFFICE AND COMPENSATION OF POSTMASTER 
AND CERTAIN EMPLOYEES 


Sec. 7. (a) On and after October 1, 1953, 85 per centum of the gross postal 
receipts of all classes of post offices shall be counted for the purpose of determining 
the class of the post office or the compensation or allowances of postmasters o1 
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Certainly, no one could take the position that the Postmaster 


General is opposed to business or to any segment of our economy which 
makes extensive use of the mails. Lam confident in my own mind that 
he is not presenting any proposals which will force anyone out of busi- 
ness because of the extent of any postal rate increases. I know that 
the Postmaster General has spent a considerable time in preparing the 
information which he feels this committee needs in order to com with 
this problem and in order to come to a right decision. 

Tal ing action on proposed Increases in postal rates 1s one of the 


} 


most difficult thines that this committee will be called upon to do, 


Since the 80th Congress, this committee has assumed its responsibili- 


ties with respect to the postal-rate problem. Prior to 1947 no ma- 
terial mecrease in postal rates had come out of the Post Office and Post 
Roads Committee The most important change in postal rates, for 
example, was when first-class mail went from 2 cents to 3 cents in 1932. 
That bill came from the Ways and Means Committee as a revenue 
measure—very likely because of failure of the legislative committee 
concerned to assume its responsibility. 

In the 80th, 8ist, and 82d Congresses, this committee has held hear- 
ings on the postal-rate problem. Collectively, these hearings repre- 
sent over 2,500 pages of printed testimony. 

In conducting the current hearings, we want to give everybody an 
opportunity to be heard—but at the same time, we must recognize, 
as I am sure do those who are testifying, that time is of the essence 

This committee has, in the past, been more than fair with large 
ie mail in giving them an opportunity to present their views 


| 


sers of t 


by 
I believe that we can continue that policy and still vlve those who want 


to testify an opportunity to be heard. It will mean, however, a 
onsiderable sacrifice on the part of the members of this committee 


We will necessarily have to spend extra hours in hearing sessions and 


sbiv meht sessions to get finished In my judement, however, 
this matter is of such importance that we should be willing to give 
} ¢ T ra ti l 
I ( ) ey ut Im tamnes » ti Postmast« (sen » th 
ail ] ! t) { =i i i \ | Pe 5 I (ven ral | ) ) 
? { ret ( to this 1 nport m el wma | I ( LO 
ca pon the Postn t ( ‘ralto pl it his views hi r 
t} roblem, and I re members of the commit not to 
nter r) hy unt hy hy ni 1s } iit } t) 
vill | riven an opportunit to | { q sti S 
\ir. Summerfield 
Mr. Hagen. Mr. Chairman 
The CHatrMan. There will be no interruptions until the Postmast: 


General has completed his statement 


‘ 


Mr. Haagen. | want the committee to go into executive session 


and ask for a recess as a point of high parliamentary privilege 


The CHAIRMAN. Proceed. 


STATEMENT OF THE HONORABLE ARTHUR E. SUMMERFIELD, 
THE POSTMASTER GENERAL 


Postmaster General SUMMERFIELD. Ladies and gentlemen 

Mr. Hagen. I move at this time that we recess and go into execu- 
tive session, and it is a point of high parliamentary privilege. There 
will be no proceedings until we follow this procedure. 








6 POSTAL-RATE REVISION 


The CHarrMAN. Proceed. 

Mr. Hagen. I made a motion and you heard me. 

The CHarrMan. Proceed. 

Mr. Hagen. The motion is to recess 

The CuarrMan. Proceed, Mr. Summerfield. 

Mr. Hagen. Mr. Chairman. Do you know what the rule is? 
Let me read it to you. 

The CuarrmMan. You may proceed, Mr. Summerfield. 

Postmaster General SUMMERFIELD. Ladies and gentlemen of the 
Post Office and Civil Service Committee 

Mr. Gross. Mr. Chairman. 

The CuarrMan. We are only here to bear the Postmaster General. 

Mr. Hacen. Let us do this properly and calmly. Let us talk it 
over. 

The CHarrMan. Proceed, Mr. Summerfield. 

Postmaster General SUMMERFIELD. May I proceed? 

Mr. Gross. Mr. Chairman. Mr. Chairman. 

The CHarrMan. You may proceed. 

Mr. Gross. Mr. Chairman. I want to second the motion made 
by Mr. Hagen. Mr. Chairman. 

Mr. Haagen. We have a point of high parliamentary privilege. 
We should be shown some respect. 

Postmaster General SuMMERFIELD. I am doing my best to have 
respect for you and your office, Mr. Congressman. 

Mrs. Sr. Georce. I move that the Postmaster General be per- 
mitted to proceed with his statement. 

Mr. Gross. We have a motion pending that has been moved and 
seconded. 

Mrs. St. Grorae. Can we vote on the motion? 

Mr. Hagen. That is always in order at any time, regardless of 
being on the floor or not. 

Mr. Murray. I am frankly disappointed over the discourtesy 
shown a member of the Cabinet by certain members of this com- 
mittee. As you know, I do not belong to the same political faith as 
the Postmaster General, but this committee certainly should show the 
highest respect and courtesy to a member of the Cabinet, and I 
regret the discourtesy here this morning. Certainly a member of the 
Cabinet should be allowed to be heard at any time before our com- 
mittee, and especially the Postmaster General, who heads the Post 
Office Department, and I hope no further discourtesy will occur here. 
Let us show the proper courtesy to our Postmaster General. 

Mr. Hagen. That is exactly what we want to do. 

Mr. Murray. I do not think you have done it by this discourtesy. 

Mr. Hagen. We are rushing into this, are we not? 

Mrs. St. Groran. I agree with the ranking member, it is dis- 
courteous. 

Mr. Morrison. I want to show the Postmaster General every 
courtesy. However, I have been on this committee a number of 
years, and I do think that under the rules of Congress and parlia- 
mentary procedure, if we are going to abide by the rules, this has come 
up before about going into executive session, and, as I recall, we did 
go into executive session before. I do not see that anybody would be 
inconvenienced too much. We would probably be in executive ses- 
sion 5 minutes and decide our problem and then we could proceed. 
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I think the motion is before the committee and should be acted upon 
if we are going to follow parliamentary procedure, and that wili not 
be a discourtesy to anybody. It is not my intention to be discourteous 
to the Postmaster General, the highest man in the Department, nor 
to the lowest mail carrier in the service. I want to treat everybody 
with respect. 

Mr. Gross. Mr. Chairman, I think we should have had a meeting of 
the committee to determine whether we wanted to hold these hearings 
at all. The discourtesy began there, to the members of the com- 
mittee themselves. 

Mr. Murray. There have been a number of Postmasters General 
who have appeared before this committee, and never has the Post- 
master General been shown such discourtesy as here this morning. 
Postmaster General Donaldson and Postmaster General Walker, 
whenever they wanted to be heard by this committee, were heard, 
and there was no discourtesy. 

Mr. Hagen. What is the discourtesy? 

Mr. Murray. The interruption you are making right now. It is 
showing the highest disrespect. 

Mr. Hagen. The chairman was a little hasty about introducing the 
Postmaster General before I made my motion. 

Mr. Gross. This committee is autonomous. We are asking for an 
opportunity to go into executive session and be heard. 

Mr. Murray. We want to hear the Postmaster General first. 

Postmaster General SUMMERFIELD. Is it the intent of some members 
of this committee to prevent me from addressing this committee and 
presenting my views not only to you but to the people of the Nation? 
I come before you this morning with great humility, and I am here at 
the invitation of the chairman of this committee. 

Mr. Hagen. But let us 

Postmaster General SUMMERFIELD. I am judging from the remarks 
of the gentleman presently speaking that his purpose is in trying to 
delay the hearing and to prevent any hearing whatsoever. 

Mr. Hacen. You are wrong. 

Postmaster General SUMMERFIELD. You so indicated. 

Mr. Hacen. I am here to make a motion for hearings next January 
or February or next week. 

Postmaster General SumMeRFIELD. The people of this country are 
concerned with a deficit as of today. 

Mr. Haagen. I want all the people interested to hear you, not just 
afew. Iam interested in more people getting your story. 

Mr. Reams. I want to signify my vote that the Postmaster General 
be permitted to speak at this time. 

Mr. Hacen. Is that in the nature of a compromise? 

Mr. Reams. No, that is a personal expression of what I think 
ought to be done. 

Mr. Murray. Mr. Hagen, in all fairness, will you not permit the 
Postmaster General to go ahead and make any statement he wants to 
make and be heard? 

Mr. Hacen. I would not object if we had assurances that we could 
go into executive session after he finishes talking, but I thought it was 
desirable to settle it before hearing him. If we can settle it later this 
morning it is agreeable to me. I desire only to determine whether 
we will hold the hearings this week or postpone them until next week 
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so that everybody interested can be heard. Is there anything unfair 
about that request? 

Mr. Murray. It would have been appropriate for you to wait until 
the Postmaster General had an opportunity to make any statement 
he wanted to, and then if you saw fit you could have made the motion. 

Mr. Hacen. Is it not usual to hear the motion beforehand? 

Mr. Murray. I am mortified. This is the rankest kind of dis- 
courtesy to a Cabinet office: 

Mr. Gross. Mr. Chairman, there is a motion before the com- 
mittee 

The ((HAIRMAN The Postmaster General will proceed, and the 
committee will go into executive session after the Postmaster General 


has made his statement and the members have been criven an oppor 


i f they care to do so, to ask questions 
Mir. ( rr. What motion is pending? 
‘he CuarrMan. No one has been recognized for a motion. 

Mr. Hagen. It is a point of highest parliamentary privilege 

Mor. Mia Let oO i ead and hear the Postmaster General] 
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facing unpleasant facts and taking whatever action is necessary to 
deal with those facts. 

This is the resolute course that President Eisenhower is taking 
with respect to the great issues of war and peace confronting this 
Nation abroad This, too, is the course we must take with respect 
to affairs here at home if we are to put our national house in ordet 
Problems will not disappear merely by our telling them to go away 
Nor has anybody found a real solution by resort to sweeping them 
under the rug. We must face our problems fairly and squarely. 
The American eople expect that of us, and particularly this adminis- 
tration. 

The Post Office is the largest nonmilitary department of the Gov- 


ernment. I regret to say that the Post Office Department is now 
running in the red at the rate of $2 million every working day of the 
vear. Its deficit in the dast audited fiseal vear was $727 millio: 

Phat deficit is not a paper figure nor Is it a figment of a keeper's 
Wa ination. It represents a ¢g nuu ¢ loss that mu be nid fon Lyk 
hard cash. it must be paid out of taxes levied by the C Ol n 





already overburdened American taxpavel 


We of the Post Office Department have attacked this huee defic 
vigorousl\ We hay mace I al progress mn cuttin costs while “at 
the sam time IMprovinge service and W are Ol to make mor 
prog s in this direction 

Wr propose here toda that the enormou postal defieit be fi hei 
substantially reduced now by the fair and straightforward method 
of a broad increase in postal rates In ir judgement this is the ound 
wav to proceed, It is right and p oper that a greater sha ) ihe 
cost of ecarrvinge the mail be paid bv the users of the service. to lessen 


the drain on the taxpaver’s pocketbook. 


k 
ry ° P ® l | 
The question of raising postal rates has, | know, come before vou 


many times. But, in my judgment, the urgency of such action has 
never been as great as it is at this moment. Our Nation, as the 
Pi sident hi said is living In an age ot pe ril The requirement of 
national security are tremendous They pose a threat to the eco 
nomic and financial stability of our countr' Ih lone demand a 
heavy tax burden on our people At such a time it is the obligatio 
or every department in the Govern 1ent to red ice 1ts demands on the 
Federal budeet so that tax load will be bearable. 

The proposal { am making here today n not be a pleasant or eas) 
Ol as enact rate incl s never is, though I will add that | 
tl kK the p pt e otten ! i oT 1 n matters | this B 
thi propo | lade and venth en 3 n he lest proposa it 1 
I t-facin proposal. { one that h wh out of a pa 
al { mpacvh ec study « th p ol lems of the rs o ch ( 
el of mai We have been ol tive. Wel have been 

rH FICI HOW IT GREW 
outlinin ur program to you todav, | would first like to on ou 

icture of the size and growth of th postal dehieit an | show vou h 
We ( he ve al toda 

In chart 1 you will notice that in the vears 1943 through 1945 tl 
Post Office Department reported a surplus. That is represented by 
this little green arrow here for the war veat That is somethn that 
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happens in war years—and almost never in times of peace. During 
time of war the military absorbs a considerable part of the costs of 
transportation and distribution of mail to its personnel while the 
Department of the Post Office receives the revenue from such mail. 

However, you will notice that the lines crossed and diverged as soon 
as war conditions came to an end, when our costs zoomed upward and 
our revenues lagged far behind. This condition grew worse from year 
to year until we reached the widest point of divergence in 1952. The 
black, ladies and gentlemen, represents the deficit. It should be in 
the most brilliant red. In 1952 the postal deficit climed to its peak 
figure of $727 million. 

You will notice that the lines converge a little in 1954. That is 
because $152 million was cut out of the budget prepared by our pred- 
ecessors and the estimated deficit was reduced to $594 million. 

Ladies and gentlemen of the committee, the total of the postal 
deficits since 1945 is $3,800 million. That sum is now part of our 
national debt. Some day it will have to be paid 

The interest on that deficit costs the taxpayer almost $100 million 
a yeal This interest cost will continue to mount with every new 
deficit 

That is an expense with which we are saddling our children and 
their children. It is inevitable that we pass on to them part of the 
costs of fighting wars. But I find it extremely difficult to justify 
imposing on their generations any of the costs of sending matter 
through the mails. 


. 


THE DEFICIT! WHY IT GREW 


Now, let’s take a look at chart 2 and see what caused the deficit. 
Since 1945 events—most of them beyond the control of the post 
office management—have combined to add $1,455 million to the 
expense load of the postal service for 1953. These increases in salary 
levels, transportation charges, and prices of supplies—all of our 
expense categories—have been roughly in line with general increases 
in costs which all business has been forced to meet. 

But, if you will look at the small column on your right, you will 
see that out postal rates—which determine our revenues—have not 
nearly kept pace with rising costs and, as a result, they produce 
only $390 million more a year than the rates of 1945, as contrasted 
to $1,455 million. 

Is it any wonder that we have a deficit? 


THE PRESIDENTIAL DIRECTIVI 


President Eisenhower, in his state of the Union message, delivered 
before Congress on February 2 of this year, made his position very 
clear on the subject of the postal deficit. He said, and members of 
this committee remember these words, I believe, very well: “The 
Postmaster General will institute a program directed at improving 
service while at the same time reducing costs and decreasing deficits.’’ 

We have taken the President’s directive literally, and that is why 
we are here this morning. 
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PROGRAM OBJECTIVES 


When we, the new management team of the Post Office Depart- 
ment, appeared before the Appropriations Committees of the Senate 
and House of Representatives 2 months ago, we clearly defined our 
program for carrying out the orders of the President. There were 
four major points: 

(1) To give the American people the kind of postal service they 
have a right to expect; 

(2) To reduce the overall deficit of the postal establishment sub- 
stantially through economics and modern management techniques; 

(3) To enlist the aid of Congress by eliminating subsidy burdens 
over which we have no control; 

To reduce the deficit further as far as practicable by adjusting 
postal rates upward to bring them in line with the increases in postal 
expenses. 

I would like to outline briefly at this time just what we have done 
and are doing in regard to those phases of the program which we 
ourselves can accomplish in the months to come. 


SERVICE 


In regard to the first obje ctive, that of giving the American people 
the kind of postal service they have a right to expect, considerable 
advances toward our goal have already been made 

Later service: As you know, we have just introduced, in 29 major 
cities of the Nation, a plan of later collections and longer window 
hours, with the result that millions of letters every day will arrive at 
their destinations 24 hours earlier than they would have under the 
previous collection schedules. This has been accomplished at very 
little additional cost. The public response has been immediate and 
extremely favorable, for which we are grateful. In view of this 
experience, this plan is being extended to 183 additional cities in the 
immediate future. 

Management surveys: In New York City, the largest post office 
in the world, producing 10 percent of the total revenues of the postal 
establishment, we started a pilot operation which has not only made 
major improvements in the service but is also effecting important 
savings. The lessons we have learned in New York will “be put into 
effect elsewhere in the country as rapidly as it is humanly possible 
for us to do so. 

Improved transportation: We are carefully reviewing an overall 
plan for the most efficient and economical use of all available methods 
for transporting the mails. We are carrying on discussions with the 
railroads, steamship lines, trucking and bus industries, and airlines 
with the objective of improving our transportation patterns. 

Decentralization: On decentralization, a plan designed to improve 
the service greatly by bringing management closer to the scene of 
operations, we have completed preliminary surveys and a tentative 
plan of action is presently in our hands. We are ready to start mov- 
ing ahead carefully. 

Improving service in rural areas: In the interest of giving better and 
more modern service to our patrons, while at the same time saving 
the taxpayer money, we have already begun consolidating, extending, 
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al routes and eliminatine outmoded office herever 
ng rural routes and eliminating outmoded offices wherever 
practicable. Naturally, the interest of the public is of paramount 
importance in determining our action in each case. Although we 


HaUVé ] ist scratched e irtac if this pro aim, we are already giving 
Oo a great numl of people at an annual saving of 
| ym of i] ixpayers’ money. 

In short, while the ser ce tod is much better than it was 5 months 
d of realize that there is still much left 
) 
pu ) 

| to our second objective, a promise to reduce the deficit 
uly through economies and modern management techniques, 
e outlined to . Appropriations Committees a definite program we 
0 1 low | would like LO reviey very briefly some of the 
Lj ; of that program with you to sho vou how we are keeping 

h h the peopl l with the Con 
Re Ce ‘ | developm« it We have V1 alized oul research and 
eP1O} program which had ver at ained adequate proportions. 





\\ ) I i DI i modern ope ‘techniques and 
mech n al improvem nis vi | will r duce costs and speed up the 
servi Among other things, we have instituted, for the first time 


in the Department’s history, a transportation research division. We 


1 1 . . } f } ‘ ] } l , Aa 
realistically tftacing the a that there has been in the past 
2 tendency toward unimacina Vi ise of the same methods, vear aliter 
| } 1 ae | ate 1 
year, h iower co Sand bpdetter service mig! ve available through 
ver met} Ty} } ‘am ver. is neressari] lox ind ill 
newer methods ihis pre im, however, 1s necessarily slow and W1 
7c ; : is : : : . 
ke considerable time and study befor major resuits are obtained. 
Development of personnel poli ind practices: A bill to create a 
‘ 4 I> 4 ] ] om F . R F Jar 
I vy Assistant Postmaster Generai in charge of a new Bureau ol Per- 


son! | has passed the Cloner Ss and awaits the Preside nt’s signature. 


ciate the assistance this committee gave to this legislation, 

hich will be of major importance in helping us to improve morale 
and give | roper attention to the problems of the splendid body of 
loval yeople \ ho man the postal service. 

n of budget practices: We are in the midst of studying the 
entire budgeting procedure of the Department with the objective of 
revising and simplifying the method of granting allotments to post 
offices and other operating units. This should eliminate much of the 
internal red Lape now involved in expense control. 

Modernization of postal accounting: We have reorganized the 
Bureau of Accounts, which was performing mere bookkeeping func- 
tions, into a Bureau of the Controller, designed to provide the Depart- 
ment with a controllership function employing modern practices now 
used in industry generally all over this Nation. A firm of certified 
public accountants has been engaged to assist in this reorganization 
and we are also receiving substantial help from the General Account- 
ing Office, for which we are deeply appreciative. 

Development of adequate control of costs: Since 72 percent of our 
expenditures go for wages and salaries, it was clear that the first step 
we should take in this area would be to develop approved work stand- 
ards for major activities in post offices. Preliminary standards have 
now been developed and pilot installations will begin in the near 
future. In time, actual performance will be checked against reason- 
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able production standards, as a major deterrent to waste of time and 
money 


Facilities planning and utilization: In line with the policy of decen- 


tralization we are reorganizing the leasing function on a FeOLTAT hical 





basis We have also reorganized our eng ine rin - opera ion LO accom- 


plish long-range planning and to achieve efficient design of buildings 





and equipment In addition, we are es abl hing controls which will 
set up, for the first time, accepted maintenance standards for our 
movor vehicles. All Ol this is being do » afi ra substantial reduction 
n headquarters personnel 

SummMar»ry These economi é and maj ir cha s, and others in con- 
templation, are necessary li e are to save ie $152 million whi h, 


‘ he original budget pre- 


1 y | - ] P 
with our concurrence, were eliminated trom t 
pared by my predecessors. 


We realize, of course, that $152 million is not sufficient reduction 
] ] c : ‘ 1 4 } l 
in the defieit It amounts merelv to what we have undertaken to 
save and must save if we are to live within our appropriations for 
c or 1’, a? TE OP ‘ aa , ‘ 
fiscal 1954. Even with that $152 million reduction, the Depariment 
; ; : 
ll be losine $2 million a day unless the remainder of the 


dehicit were attacked with Vigor al d with courage and Vi ith complete 
AIRLINE SUBSIDIES 


The third objer tive of our program O reduce ihe deficit was to 
ask that airline subsidies be removed from our budget, since they are 
not a postal cost and we have nothing to do with their creation 

The Civil Aeronautics Board allois these subsidies to carriers of 
domestic and international air mail, and then sends the bill to the 
Post Office Department. The Board estimates that these subsidies 
will amount to around $79 million in fiscal 1954. 

The President’s Reorganization Plan No. 10, sent to Congress on 
June 1, 1953, proposes to remove these subsidies from our budget. 
[t will bring these subsidies out in the open where the public will 


know exactly what they are. 


RATES WE CONTRO! 
The fourth objective of our program dealt with postal rates. Some 
of these we control and some are under the jurisdi tion of Congress. 

Although we are limited by law, there are certain things that the 
Post Office Department itself can do to increase its revenues. We 
have taken action and will continue to act in those cireumscribed 
areas. 

For example, on June 10, we received from the Interstate Commerce 
Commission approval of a new schedule of rate increases, based on 
our cost figures, for fourth-class mail. The revenues generated by 
this decision, together with additional revenues anticipated from 
petitions now before the Commission to increase rates on catalogs 
and controlled circulation publications weighing more than 8 ounces 
each, should amount to about $160 million a year. 

In addition, administration action either has been taken or initiated 
to increase international surface postal rates, box rents, and miscel- 
laneous domestic fees within the authority of the Postmaster General. 
This will add another $40 million a year to our revenues. 
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RATES CONGRESS CONTROLS 


The rate increases already referred to, together with our cost-reduc- 
tion program and the transfer ef ailine subsidies, would reduce our 
estimated deficit for 1954 from a beginning of $746 million to $315 
million. 

Three hundred and fifteen million dollars is still a huge deficit. It 
represents a loss of more than a million dollars every working day of 
the year, but it is as low as we can now bring it without the further 
help of Congress which we are asking for in the bill before your 
honorable committee. 

THE BILL 


The bill before you proposes postal rate increases across the board. 
It will increase our revenues, reduce our deficit materially, and elim- 
inate some obvious complexities and inconsistences in the present 
rate structure. 

In our opinion it is a very fair bill and a very necessary bill. I know 
it is going to be asked: “Why should we raise the postal rates at 
this time?” I think chart 3 will give you the answer. 

This shows the story of 20 long years of the postal deficit. I am 
sorry all you people in this room cannot see it. 

Mr. Cour. I am sorry the members of the committee do not have 
a copy of it. I see the press has a copy of it. 

Postmaster General SuMMERFIELD. It is on the way over. 

You see here—on the left—this tall column representing the rise 
in the index or level of postal costs in 20 years. The prices we pay 
for wages, transportation, and other items have gone up 98.5 percent. 
By the same token—look at this second column—showing how the 
cost-of-living index has risen 95 percent. That is no news to any of 
you, of course. But it is significant when we compare it with our 
postal rates—the sources of our revenue—and see that they have 
remained virtually unchanged in 20 years. First-class nonlocal rates 
no net change at all, and the rates are exactly the same as they were 
in 1932. Second-class rates—down almost 6 percent. That’s right 
down 6 percent. Third-class rates—up 38 percent. Look again at 
the tall column on your left—representing our costs—and look at 
these short columns on your right, representing sources of our rev- 
enues—and you will see why we have a postal deficit and why the 
rates must be raised. 

THE RATE PROBLEM 


Before discussing the specific recommendations for changes in the 
rate structure for each class of mail, I would like to comment briefly, 
in a general way, about this problem. 

As a businessman, I do not enjoy recommending increasing the 
prices of our product. I want to assure you that the individual 
postal rate adjustments proposed in this bill have been given the most 
careful study and consideration. Rate inequities existent over many 
years cannot be corrected overnight. Clearly some action is nec- 
essary now. A rate bill which solves all deficiencies or satisfies 
everyone is, of course, impossible. For this reason, I feel very strongly 
the responsibility vested in me to describe factually the various 
reasons for the existence of this huge postal deficit, and to make 
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recommendations for dealing with it, so that the Congress, having all 
the facts, can use its best judgment to arrive at the soundest possible 
conclusions in the public interest at the earliest possible moment. 

The adjustments we now recommend are those which we believe 
to be most sensible in the light of all the circumstances, past and 
present. I would like to comment briefly at this time on each of the 
changes we propose. 

SECOND CLASS MAIL 


I shall begin with second-class mail, since that is the class on which 
~ Post Office Department loses the greatest amount of money each 


vear —$240 million in 1952. After rate increases effective since then, 
the loss is $232 million annually. On this class we are asking rate 
increases which will bring us only $20 million a year against the known 


loss of $232 million a vear from that class. 

Second-class mail consists of newspapers, magazines, and periodicals. 
Rates on this matter today are generally lower than they were in 1925. 
Since that time, the salaries of clerks and carriers have risen 97 per- 
cent. Since that time the cost of railroad transportation has risen 

119 percent. Subscription prices and advertising rates for magazines 
and newspapers have risen substantially. But today—on the aver- 
age —when a publisher pays $1 to send his product through the mails, 
the taxpayer pays an additional $3.92 to meet the cost of handling 
that product. Under the present rates, in other words, the taxpayer 
pays 80 percent of the cost of handling publishers’ second-class mail. 

At present rates, our revenues from this class of mail are barely 
sufficient to cover our bills for transporting it, with nothing for the 
enormous expense in handling, distributing, and delivering it. 

The increase we are now seeking does not nearly meet the increase 
in the expense of handling this class of mail since the last time Congress 
examined second-class rates —just 2 years ago. 

The recommendations we are making for increases in second-class 
mail will bring in added revenues equal to less than 9 percent of the 
present loss on this class —and will amount to only $15 million more 
than the increase in rates already authorized by Congress to take 
effect in April 1954. No part of this increase will come from publi- 
cations issued by religious, educational, scientific, philanthropic, agri- 
cultural, labor, veterans’, or fraternal organizations or associations 
not organized for profit. Nor will there be any change in the free- 
in-county privilege for newspapers. 

Considering the large losses on this class of mail, the question 
naturally arises: Why are we asking for such a small increase in rates? 
There are many people who believe that every class of mail should 
pay itsown way. We have given consideration to this view and have 
come to the conclusion that the proposed increases, although small in 
relation to the size of the loss, are as large as we can sensibly recom- 
mend to Congress now. 

After the costs have been determined, there are many factors that 
enter into rate making which are matters of judgment. For more than 
70 years the financial operation of the publishing industry has been 
geared to very low rates of postage. Any large increase at this time 
might cause dislocations in some segments of the industry, particu- 
larly the smaller publishers. That is why the proposed increases are 
small, and that is why they are made in two installments. 
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()y he opposite side. there urs those who conte nd that there should 


no increase at all in this class of mail. This is not reasonable and 
be unfair to the users of the other classes of mail who have 
r red through t! vears to bear a far greater share of the bur- 
en of the postal costs. Parcel post, for example, has been raised 117 

vercent since 1948, under mandate from Congress that this class must 

Co leru ll the facts and figures we have stated, our recon 
( ) ! 78 | { 1] eus In set md-class rates 1S a sensible 
\\ elle ai i 1 onabl in the lioht of the circumstances. 

rHIRD-CLA MAIL 
$190 million in fiseal 1952 Even after rate 
effective July 1, of that vear, it is now losing $153 million a 
ul Third-class mail consists mainly of circulars, advertising mat- 
’ rehandise weighi less than 8 ounces 

The rate structure for this class is needlessly complicated and is 
costly to administer. The legislation before you will greatly simplify 
Except for certain exemptions mentioned specifically in the bill 
ick those on material mailed by re licious, edueational, scientific, 
philanthropic, agricultural, labor, veterans’, and fraternal organiza- 
tions) our recommendations provide fo1 only 2 rates—1 tor postage 
chargeable by the piece, and 1 for bulk matter chargeable by the pound. 
Third-class mail ordinarily does not receive the preferred handling 
that is accorded leiters and daily newspapers (although that which 
has a time value receives service comparable to firsi-class mail). For 
th reason, it has traditio lly received a lower rate At present, 


hird-class rates give the users an average discount of 46 percent 
iverage per plece [rom first-class rates, and the p! yposed rates are 
designed to maintain approximately that differential 

The increase we are asking in third-class rates will bring in an ad- 
litional revenue of $52 million a year. Even with that increase 
third class will continue to show a loss of $100 million annually. 

The reasons for not raising second-class rates more substantially 
apply, to some extent, in the case of ‘hird-class mail and explain our 
recommendation that Congress authorize the continued absorption 


} f 4] 
of a loss of this magnitude 


FIRST-CLASS MAIL 


We are not asking for an increase on local first-class letters or for 
any change on post cards or postal cards. 

We are asking only for an additional penny postage on each piece 
of nonlocal letter mail; in other words, this increase will apply only 
to the first ounce of each piece and not to the additional ounces. 

Mr. Coin. May | ask a question? 

The CHArRMAN. You may mark it, if you will, and let him finish 
his statement and then ask the question. 

Mr. Corer. | would like to cover whether first-class mail does not 
pay its way, and whether there is a deficit in first-class mail at this 
time 
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Postmaster General SUMMERFIELD. I will be happy to answer that 
later, if I may. I know there are many more questions, and | will 
attempt to answer them accurately. 

The rate for nonlocal first-class-letter mail has not been raised 
since 1932. Since that time the index of cost of Ope rating the postal 
establishment has risen 98.5 percent. 

The extra penny postage on nor local first-class mail will generat 
$150 million dollars a vear 10 additional revenu The cost to the 
average citizen will be « xtremely small 

\\ hy are We &asKing 


1 mcrease in ir class maul whe that is the 
only class that, considering arithmetical re con aione, shows 
profit? 


The practical fact is that it is the ¢ muy class of mail which can help 
ake a substantial reduction in our annual deficit without inflietin 
iny particular hardship on the individual 
But the question of a profit on a class of mail is not entirely a matter 


of mathematics. 


Differences in intangible valu should sometimes modify arith 
metical figures and that is the case here Whatever subsidies ( 
ranted to second- and third-class mail, because of their varvin 
economic sigaificance or for other intangible reasons, must be bor 
by the pre mium ‘lasses of sel ice, li a bi LK-eVen Op ration. oO! 
anything like it, is to be achieved. 


tiere Is a simple analogy: When a packing plant buys a steer, i 


knows the cost on the hoof and the cost of processing, but it cannot 
beef are clearly of different 
taste and value. ‘Therefore, the markdown on the brisket must | 

recovered in the price of the steaks. The me at pac ker ean d ‘pend on 


pos ibly recover the total cost by charging the same price for ich 


pound of meat since the various sections of 


the supply and demand of the market place to establish the relative 


values of the various cuts of meat. The Post Office Department 
cannot follow this procedure Since Congress has the ratemaking 
powers, it must make this determination for the various classes of mail 

In nonlocal first-class mail, under the proposed rates, the American 


citizen will still be getting one of the greatest bargains on earth 
For just 4 pennies he will be able to send a letter from New York to 
Los Angeles, from Key We St, Kla., to Nome, Al iska, and be cervaib 
it will receive preferential treatment all the way. And if we conside1 
the buying power of money, the cost to him will be lower than it was 
in 1932. 

It is regrettable that the traditional subsidies which cause such 
great losses in the second- and third-classes of mail should make it 
necessary for us to increase the rate on first-class mail. But that, 
nonetheless, ladies and gentlemen of the committee, is the case. [t is 
the only course we can take if we are to make a substantial reduction 
in our deficit and contribute to tax reduction. 


OTHER RATES 


For the same reasons, we are asking for an increase in the rate for 
domestic air mail (other than cards) from 6 cents an ounce to 7 cents 
an ounce, which should produce $15 million more revenue a year 
This maintains the 3-cent differential between first class letters and 
air mail letters. 
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Furthermore, we are asking an increase in the book rates. These 
rates are now extremely low and should be higher. The proposals 
will produce $3' million in additional revenue. 

If all these rate increases are granted by the Congress, they will 
generate sufficient revenue to reduce the antic ipated annual deficit 
from the $315 million figure mentioned earlier to approximately 
74% million. We hope that added efficiency and modern techniques 
will force that figure even lower than it was in 1932 

Now, I would like to take a moment to discuss the probable 
objections to rate increases. 

It is my sincere hope that the reasonableness of these proposals 
will be so manifest that they will meet no opposition. But the 
history of past rate cases has produced a uniform pattern of objection, 
especially with regard to second-class rates. 

Since you will probably hear these arguments again, I would like 
to take a few minutes to analyze and evaluate them. 

Traditionally these arguments have been centered around five 
principal points. They are: 

The post office is a service, not a business. Therefore, no 
attempt should be made to balance its budget. 

2. Our cost ascertainment method is invalid and inaccurate. 
Therefore, it gives a false picture of the profit and loss in each class 
of mail. 

The subsidy element involved in second-class mail, because of 
its educational value, is not a subsidy to the commercial users of that 
class of mail, but, rather, it is a subsidy to all the American people. 

The postal establishment was created to handle first-class mail 
exclusively. Therefore, first-class mail should exclusively carry all 
our fixed expense load (especially the cost of ‘uneconomic’ small 
post offices). 

5. Increase now would be premature. There should be more time 
to “study” the rate problem. 


“THE POST OFFICE IS A SERVICE OPERATION” 


Of course, the Post Office is a service operation, but does this mean 
it should be financed by others than those who actually use the service? 

I would be extremely unwise to accept passively the proposition 
that a service operation necessarily and inevitably implies a deficit. 
It is true that the postal ests ablishment, since it is a public monopoly, 
should not be turned into a profit-making organization. But it does 
not follow that it must therefore lose $2 million or even $1 million 
of the taxpayers’ money every working day of the year. 

To tolerate a philosophy that postal deficits should not be controlled 
encourages indifference to mounting costs. The management job 
then becomes one of simply going back to the Congress year after 
year and asking for increased appropriations. This leads inevitably 
to an unconscionable waste of the taxpayer’s money. 

Further, in discussing the service aspect of the Post Office Depart- 
ment, I would like to remind you that our proposal for increased rates 
does not anticipate balancing our postal budget. It falls approxi- 
mately $74 million short of that goal. 

Seventy-four million dollars is not an insignificant figure, at least 
it is not for me. Only seven times in the entire history of the Post 
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Office Department, up until the beginning of World War II, has the 
postal deficit been higher. Nor can I assure you, for reasons that 
I will discuss later, that the deficit will be only $74 million, even if 
all our requests are granted. 

There is another point regarding the service aspec ts of the Depart- 
ment which is too often overlooked. When we are talking about the 
postal deficit, we are talking only about jab ehciaabil losses. 

The cost of the Government-owned buildings of the postal estab- 
lishment, which are worth, conservatively speaking, a billion dollars, 
is not considered in estimating the deficit. Neither are such items as 
depreciation, obsolescence and carrying charges. Every businessman 
knows that these are costs no less than the current operating bills. 


COST ASCERTAINMENT IS INVALID 


The second argument is against our cost-ascertainment system. 
You are well aware of the nature of these arguments because they 
have been presented with regularity at rate hearings ever since 
cost ascertainment was first introduced into the Department in 1924. 
We began hearing these arguments as soon as we took office. 

Cost ascertainment was established by Congress in 1924, and the 
procedures were installed under the supervision of certified public 
accountants. It has been reviewed and endorsed many times by 
other qualified accountants. Nevertheless, since there has been so 
much complaint about it, we undertook to have it studied again. 

In the first place, we had it checked independently by the financial 
vice president of one of the country’s largest corporations at no cost 
to us. He was not on the Government payroll and had no objective 
except to report his unbiased opinion. He said that cost ascertainment 
was basically sound. 

Secondly, in the last few months there has been an examination 
by a prominent certified public accountant who will testify as an 
expert witness in this hearing as to his opinions of the charges against 
cost ascertainment, both general and specific. 

Thirdly, a Government agency (the Interstate Commerce Com- 
mission) recently reviewed and considered our cost escertainment for 
rate purposes for rather the same purposes for which we are meeting 
here today. Here is a quotation from its opinion (de ollie with fourth- 
class rates): 

In our opinion the cost evidence shows with reasonable accuracy that the 
present zone rates fal! considerably short of equaling expenditures for this 
class of mail, but even if there were no such evidence, this conclusion would 
receive strong support from the showing of increases in railway mail pay, salaries, 
and other items of expense before referred to have taken place * * *, 

It would be unfortunate if this committee, in the face of these 
expert approvals, permitted the attacks upon cost ascertainment to 
be used to obscure the facts or to cause delaying action. 

A witness for the publishers in the last rate case conceded that 
even if cost ascertainment were inaccurate in some details, the trends 
of upward costs that it shows would still be reliable since its methods 
have been consistent through the years. 

The important point is this—if cost ascertainment were wrong by a 
substantial percentage—which we deny—it still wouldn’t make any 
difference in the fact that certain classes of mail will fail by a wide 
margin to cover their costs, even after the increases we are asking 
today. 
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SUBSIDY TO THE PEOPLI 


Now let’s examine the argument that the educational value of 
Secol d-clas maul entitles that class to a subsidy which iS, In effect, 


a subsidy not to the publisher, but to the entire American people. 


ag ] | : j 
Wi acTree that when second-c las mal privileges were instituted In 
879, this ty pe f mail provided a service that was not then provided 
+} — RB ‘| Latur * Eis gtk i] 1 
ny ovner meaium >u that situation no iongel prevaus il} 
event, if it is the will of Congress that there still should be a sub- 


sidy on second-class mail, the question is: How much should that 


subsidy be? Our request I rate crease still allows a 7o-pereent 
discount from cost on second-class mail 
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CONCLUSION 


And now, ladies and gentlemen, before concluding, I want to leave 
you with a rather sobering thought. It is of vital importance that 
this request for increased rates be granted. We are doing everything 
in our power to drive the deficit downward. We have made great 
strides along those lines. But we and you must remember there are 
factors working against us which could push the deficit upward 
instead of downward. 

For example, the railroads have a petition before the Interstaté 
Commerce Commission right now, asking for rate increases which will 
amount to $145 million or more a year to transport mail. There are 
17 bills currently before Congress aski ing for wage increases for postal 
employees. 

No hew post-office building has been built with Government fun 
since 1938, and there is no appropriation in the present buds 


constructing any new facilities. 


In aes communities population increases have created deman 
on present facilities almost impossible to satisfy. You can see suc] 
a situation right here in Washington in the Nation’s Capital, and J 
could cite you 1,000 additional instances where critical conditi 
exist which must be rectified in the near future if we are to avoid 

mplete breakdowi of service 

Our recent study of the probable revenues for fiscal 1954 has 
the: estimate made by Oul predecessors ie b S80 million 
This would have the effect of increa LIL th postal deficit by hat 

{ 


amount of 580 million 


; 41 , ; 
If all these elements combined to force our costs upward ane 


revenues downward—and if we do not take steps now to meet thos 
rising costs throuch adjusting he postal rates upward also thre 


American taxpayer could well be asked to foot the bill in the ne 


future of a postal deficit of as much as on a yeal 

And now, ladies and gentlemen of th committee, I would hk 
recapitulate briefly with the help of this chart which shows, u 
craphic manner, just what we hav been doi and what we propo 
{ » do 

We start from the column on the left—showing the $74 ll 
deficit estimated by my pred essor 

The first cut represents the deficit, as anticipated, of $746 millio 


ine it was not known we were going to ask for an increas 


j 
rates, and the many bills ‘' hi nh al » presently introduced into ¢ ng 
were not anti ipated., 


This section shows $152 million that your present organization i 
the Bi office es tablishmen { expects to save in order to stay W it} 
our appropriations. That would bring it down to $594 million, and 
I dott note that we did not wait to ask for a rate increase. We di 
everything in our power to anticipate savings and efficiencies th: 


would increase the reduction in the management of the Department 
before we came to this body here today 
I want to reiterate that this cut does not amount to a mere boo 


keeping figure. It represents hard work and planning if we are gou 
=. a . 
to stay within the appropriation goal which we set for ourselves 
‘ . , ° 4° — + 
Step No. 2, the removal of $79 million of air subsidies: That woul 


bring the anticipate | deficit to $515 million. cased 
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Step No. 3, the increased revenues anticipated from the raise in 
parcel-post rates: That should decrease our deficit by another $160 
million, bringing it to $355 million. 

That, as you know, has been approved by the Interstate Commerce 
Commission and is effective as of Octcber 1, 1953. 

Finally, we come to the $40 million Thaitines il revenues we expect 
from increased international mail rates and miscellaneous fees. That 
brings us down to $315 million—and that is the point where this 
committee comes 1n. 

Here’s what the bill before you will do to the deficit—it will reduce 
it to $74.5 million, not considering the $80 million in loss of revenue I 
mentioned a few moments ago, as that is a development of the last 
few days. 

That’s our goal and we’re urging you to give us the means of 
attaining it. 

And here—finally is the picture of what we hope to achieve. Here 
on your left is a huge pile of dollars—746 million of them—representing 
the deficit as originally estimated, that somebody is going to have to 
pay for. It can only be the taxpayers of the Nation, you, ladies 
and gentlemen, and your children, and their children plus accumulated 
deficits which have been accumulated heretofore, $746 million, 
representing the deficit as originally estimated. 

Here’s what we’re hoping to do—eliminate this pile of dollars from 
our deficit. There are 672 million of them that can be removed—and 
all but 12 percent of those dollars will be a saving in general taxation. 
They’re now coming out of the taxpayer’s pockets, whether they use 
the mails, or whether they do not use them. 

That’s what we mean when we say that a postal-rate increase to 
lower the postal deficit is a tax-reduction program. 

As the major employer among nonmilitary Federal departments 
we must take the lead in cutting deficits. We have shown how this 
must be done, and we are asking your help so we can complete the job 
we have begun. There [indicating] was the deficit just a few months 
ago. Here findicatin g] is the deficit as it will be with the help of this 
committee and the Congress, with just that remaining [indicating 

When we have done this, we can say that we have—together— 
responded to the call of President Eisenhower to give the American 
people the kind of postal service they have a right to expect and to 
decrease the postal deficit. 

Today, ladies and gentlemen of the committee, with this Nation, 
in the situation in which it is, where on the one hand we have to build 
and maintain a Military Establishment powerful enough and able 
enough to protect our way of life for future generations, and at the 
same time, on the other hand, where we have to protect a very 
delicately balanced economy, there is not a person in this room that 
does not recognize the absolute necessity of protecting our economy, 
and, of course, this is the responsibility aaa duty of everyone of us. 
This is not just a problem of the postal establishment. It is a prob- 
lem for you on this committee, igs of the most important commit- 
tees in this Congress, and for the Congress itself to determine what 
future course you shall take. 

Those of us in the postal establishment have done our level best to 
present to you the true story of the Post Office Department, and the 
story regarding all the classes of mail, so that you could intelligently, 


Ca, 
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fairly, and realistically appraise the problem that is jointly ours. 
More than that there is not much that we can do, and I have tried 
this morning to present to you the whole story as it is, as we see it. 

Before concluding I would like to say thanks to this committee 
and to the committee of the Senate that has been so helpful and so 
constructive in their suggestions and in giving aid to us in those pro- 
posals that we have before this day requested of the Congress. It 
has been a very encouraging thing, it has been very stimulating, and 
it has encouraged us to go on and try to do the job that we have been 
asked to do. 

I particularly want to say thanks to the chairman of this committee, 
as well as to the members for the many hours we have spent with 
them when they have had time to come in and discuss the problems 
of the Post Office Department with us. I also want to express my 
gratitude for the courteous treatment you have given the Depart- 
ment and all our staff and for the helpful suggestions you have made, 
and the wisdom that you have transferred to us by reason of your 
experience on this committee through the years. 

I also want to thank the chairman of this committee under the 
previous administration, Congressman Murray, and the others. It is 
an encouraging and stimulating thing to have men and women, 
regardless of political affiliation, help those of us in the Department 
do the job for all of you and for all of us. 

I believe the American people will sustain us in our efforts to balance 
this budget, and to make it possible to relieve them of the back- 
breaking burden of taxation that they have been carrying through 
the years. 

Thank you all for your courtesy and patience in hearing us. 

The CuarrmMan. Mr. Postmaster General, that is a very complete, 
fair, and forthright statement. 

We have three quarters of an hour here during which to ask 
questions. 

I would like very much, if we can, to permit each member of the 
committee to ask at least one question if we can work it out in that 
way. 

I feel that, a little out of order, I should first vield to the gentleman 
from Missouri, Mr. Cole, who wanted to interrogate you. 

Mr. Coir. The Postmaster General has answered my question in 
the statement. The 3-cent rate is really subsidizing the other branches 
of the whole service. That is what I wanted to point out. 

The Cuarrman. Now, I will yield to Mr. Murray, the ranking 
minority member of our committee. 

Mr. Murray. Mr. Chairman, in the beginning I wish to compli- 
ment the Postmaster General upon his able and constructive presenta- 
tion of this morning. 

As the ranking member of the minority party I feel that this legisla- 
tion should have the immediate and the serious and sympathetic con- 
sideration of this committee as well as the Congress. 

When I was chairman of the committee for 4 years I was extremely 
interested in reducing the deficit, just like the Postmaster General is. 

I am sure that if the election had gone otherwise last November, 
and had the Democratic Administration been continued that the 
Democratic Postmaster General this year, if he had been in office, 
would have presented the same bill for an increase of rates for the 
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st Office Department just like Postmaster General Summerfield 
is done today 
This is a nonpartisan matter All of us want to reduce this enor- 
deficit of the Post Office Department 
ir for the taxpayers generally to contribute to the paying 
s large deficit Certainly the users of the mail should be com- 


i 
I 
to pay more in the wavy of rates to at least take care of the 


proportion oi tl cereit 
ary at the know ledga of the Postmast r Greme ral, his expert 
i ( of il] th Fai Ss and th prob! ms and setivities of the 
party " Ir he has o1 ly een in offie less than 6 months | 
now that he has worked day and night, and in mv opinion he is doing 
1 dow i} ere 
| want to ooperate with him in ev ry way i can in the best inter- 


; of the Department, in its economic and efficient operation. 


| ihe on 





Vv one question to ask, and that 1s about the question of 
Services 
n | was chairman of the committee we were able to cet through 


rather mild rate increase bill, and in that bill I sponsored a section 
Z 
io 


ich gave the Postmaster General the right to set rates for special 


services. I would like to know whether the Postmaster General pro- 
vides anything about special service such as registered mail, insured 
| and special lclivery. 
Postmaster General SUMMERFIELD. Congressman, as vou know, we 
fy 


are already in the process now of making some adjustments on special 


services, and we are making a very complete study of all special 


Che last thine we want to do is to be responsible ior an myustice m 
services. I appreciate your comment, sir. Thy 
services Which we have ra sed have given anl ICrTeast of approx- 


Le $40 million. l am confident that they will cause no hardship, 
ne hink and J ow that the publie reaction has been favorabl 
I | y 
ire I De! this > it ner ( I “ if rr) the pal 0 
i no mentioned to Chey th 
orou ( h will be given thorough sti 
» ele ino 1) it l fs) | establishmen 
tl ar l iO 
\ \ I have ) ition, M Chairman I am 
! vl >m I » to my serious 
N ! Dr ab La ‘duction mM 
10 hint pleasant to increase rates, and it ts 
) I ) reas ) xes ul his bill 
hh ist 1 : ip to our full responsibility and do 
pout tn ! ter, and i want to jom with vou, \(r. Post- 
(, ] l. in th efi 
Postmaster General SommMerrieitp. Thank you, Mr. Murray. 


Phe CHarMan. Mr. Ha 

Mr. HaGen. | would like to make a parliamentary inquiry, Mr. 
‘hairman. Is it the intention of the Postmaster General and his 
assistants to come back for the rest of the hearings? 
The CHarrMan. Yes; it is the thought that we may have to have 
him return for further examination and questions. I thought prob- 
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ably in this next 40 minutes we might give each member some time 
to ask a question or so. 

Postmaster General SuMMERFIELD. Mr. Chairman, we have 2 other 
witnesses who will be ready tomorrow; 1 on rates, and 1 on cost asce 


tainment, to give vou a complet » and deta led xpilanation of every 


‘lement concerning those 2 subjects 

W . only ask of this committee of thine that « veryvone WV ho Ss 
ously wants to be heard and who is entitled to be heard, be given that 
opportunity, but we do ask, for the sake of time, knowing that th 


Congress wishes to adjourn at the earliest possible date, that 
handle these hearings as expeditiously as possible 
Thank you 


Mr. Hacen. | hav 


vour statement and 1 


yases of] 


e, of course, Many questions on many | 
he problems that exist in the Post Office Depart 
ment, so, as time goes on | will ask those questions 

Today I just want to develop a few thoughts for just 5 or 10 minutes 

Kirst of all, may I say that this administration was elected on a 
Post Office Department program of economy and efficiency and better 
service. Nothing was in the platform, and nothine was said in the 
campaign at any time about anyone wanting t 
\s a matter of fact, many small-business men, individuals, and a lot 
of people voted Republican on the hope and the expectation that 


there would be an end to the continuous threat of higher postal rates 


o raise the postal rates 


on all classes of mail, including first-class mail. Other forms of mail 
are monopolistic enough for the Post Office Department and they 
are completely so in the case of first-class mail, so it occurs to me that 


it is a rather unusual statement that an increase of rates is a t: 
reduction program: because, when vou increase the rates of first 
} . is +] . . } + } nl 
class mail and other classes of mail it is a monopoly, and therefor 


\ irtually a tax 


I’m sure you will agree with this statement, thi most anyone can 
} ‘ | ‘ 
run a business with all the money he wan o ask fo Is it not 
1] : 
more of a chall ngve to a man, expecial!l n ecesstult business 
7?o ! 4 
like you are who cam up the hard way, to attemp » OD e a 
‘ i 
1 ] j 
musimess,. or A Service or a department vith a timited amoul 
] 
aT sS ra H l | hn navin it] oO WO ti ? 
Is it not ti iat mil mal ! 1 n 
‘ ] ! 
ind attention IS Gy 1 to econon n ( rem na rim ol I 
' ' 1 
ether ] 1 Snortave of capita nel ( t) ry 110 
thi if there 1s amp] nonev avatilal 
j 1 ] \ 
[ vould tike to asi ou this ql {] hit ( tl 
! ran ith roups of users o th rail si inv pa ol 
| 
} 1 | i 4 f ; : 
e special ihbsidies and public servi In I< yepart 
ae : ; ; 
ment in addition to what they already now pay in taxes and th 
1 ) 


mail charges the, DAV? Is that a fair que stion to a 

Postmaster General SumMEerFIELD. I wish you would simplify it, 
Mr. Hagen 

Mr. Hacen. In other words, the users of second-class mail, third- 
class mail, and fourth-class mail, which is in a slightly different class 
because according to the law which was passed it is supposed to pay 
its own way. 

Postmaster General SuMMERFIELD. May I ask a question? 


Mr. HaGeEn. Yes. 
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Postmaster General SuMMeRFIELD. At the same time that you 
gentlemen passed that bill why did you not do it for second- and third- 
class mail? Why was fourth-class mail singled out? 

Mr. Hacen. Because it is an entirely different problem. 

Mr. Corserr. At the time the parcel-post system was created that 
was part of that law. The other three classes were not under con- 
sideration at that time. We felt that it ought to be a pay-its-own- 
way proposition. 

Mr. Hacen. Do you contend that the users of second-class mail 
and third-class mail, should pay the postal deficit by higher rates or 
any part of the deficit which may be caused by subsidies which are 
approved by the Congress or authorized by Congress, subsidies which 
are in the nature of services to the public? I can name very many 
of them for you, and I will over a period of time, but just a few of 
them might do. One of them, for instance, is second-class mail within 
the county, and that is approved by Congress by law. Another one 
would be the same subsidies of third-class mail mailed out by institu- 
tions of a charitable or a religious nature, including the Red Cross, 
and so forth. They have a subsidy rate, do they not? Books have 
a subsidy rate; books for so-called depository libraries. These are sent 
out free. ‘There are many other such subsidies, plus additional serv- 
ices in the Post Office Department, such as civil-service activities in 
the Post Office Department, the service of the picking up of mail from 
apartment houses and boxes from railroad stations and in front of the 
post offices, and there are many other of these subsidies or special 
service, most of which I fully approve. 

You indicate in your statement that there are many of these subsi- 
dies including one on airmail, foreign mail, and oceangoing mail. 
Would it be your contention that those charges and others I have men- 
tioned should be absorbed and paid for by the users of the mail who 
get no direct benefit from these subsidies, except as all other people 
do as American citizens? 

Postmaster General SuMMERFIELD. I will take the latter part of 
your question first. You say should they pay any part of the cost 
when they do not get any benefit from it. Let me start out at the 
beginning. It is a rather involved question, or a series of questions, 
Mr. Hagen. 

In the first place, I do not consider my business any different than 
any other business. For instance, the second-class user is no different 
than I am in the conduct of my business. I expect to contribute my 
fair share through taxation to help maintain this Government under 
the rules and regulations as set forth by the Congress in the way of 
tax. 

Postmaster General SUMMERFIELD. That is right. I happen to be 
a rather large user of both second-class and first-class mail in a smail 
way, but I am charged, and I am perfectly willing to pay whatever 
cost is fixed by those who sell me that service. I do not expect any- 
one else to pay part of my taxload, either as an individual or as the 
proprietor of a business. 

Mr. Hagen. Then you agree that the third-class mail users should 
pay part of these subsidies and free services and other services? 

Postmaster General SuMMERFIELD. Let me make it a little easier 
to understand. I certainly think that until this Congress tells me 
otherwise that third-class mail and second-class mail should at least 
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pay their own transportation, and some portion of the cost that is 
directly chargeable to it. 

Mr. Hacen. Then you would have to change the law, because the 
law says that we have free-in-county service too. We are not asking 
for that— 

Postmaster General SUMMERFIELD. Just a minute, you are not on 
the same question. You asked about second-class and third-class 
users. You see that chart there. It is not a figment of my imagina- 
tion. I gave you the facts as they are. 

I showed you the losses in relation to the various classes of mail. 
We come to you asking for relief, expecting that you, in your wisdom, 
will come up with your proposals for relief for the taxpayers of this 
country and the postal establishment. We have done it as simply 
and as honestly as we know how to. 

Mr. Hacen. There is a further question. There is a subsidy and 
service on everything mailed by Members of Congress, and there is 
a subsidy for penalty mail for all branches of the Government. Then 
you also have deficits because of the sale of money orders, and you 
have deficits because of special delivery mail and other special 
services. 

Postmaster General SUMMERFIELD. I think maybe you are a little 
bit confused. They are not included in the first- and second-class 
mail costs. 

Mr. Hacen. I am talking about costs and deficits as part of your 
deficit of almost $700 million or whatever you say it is. 

Postmaster General SUMMERFIELD. You know that we have asked 
Congress to separate these subsidies. 

We have asked the Congress of the United States to remove from 
the responsibility of the Post Office Department appropriation 
budget the amount of the direct subsidy paid to the airlines, and it 
is in the President’s reorganization bill No. 10 that this be trans- 
ferred to the CAB. Once it is over there the CAB can go before 
the Appropriations Committee and justify that particular subsidy. 

Mr. Hacen. That is exactly the point I want to make. I want all 
of these subsidies recognized and identified. You testified that you 
can reduce your estimated deficit to $594 million. 

Postmaster General SUMMERFIELD. We have tried to show you how 
much the subsidies are. We have a deficit of $240 million on the 
second-class mail for 1952. 

Mr. Hagen. And you have a deficit on money orders and special 
delivery service, do you not? 

Postmaster General SuMMERFIELD. That is right. 

Mr. Hacen. Is it your idea that the users ot third-class mail and 
second-class mail or any other kind should be forced to pay higher 
rates because you have a deficit in money orders, special delivery mail, 
and air mail, and all of these other subsidies which have been men- 
tioned? And there are others too. 

Postmaster General SumMERFIELD. You are putting emphasis on 
the wrong point, Mr. Hagen. We are only asking for an increase in 
second-class rates equal to about 9 percent of the loss on that particular 
class of mail, notwithstanding the other items. 

Mr. Hacen. You are bringing up another subject— 

Postmaster General SUMMERFIELD (interposing). Wait a minute, 
You are on that subject. Let us keep this record straight. 
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Mr. Hagen. That is what I want to do. 

Postmaster General SUMMERFIELD. We ask for 9 percent of the loss 
that people of this country have been absorbing for years for the 
second-class users 

Mr. Hagen. | agree the users, all users of the mail should pay their 
fair share 

Postmaster General SUMMERFIELD. Are you proposing that the 
second-class mail oay a fair share of the cost? 

Mr. Hagen. Certainly 

Postmaster General SUMMERFIELD. Are you for or against that 
program which I suggest? 

Mr. Hacen. I am against it because it is discriminating. 

Postmaster General SuMMERFIELD. Were you, sir, before you heard 
our presentation? 

Mr. Hagen. Yes, | was; your bill was introduced on July 1. 

Postmaster GENERAL SUMMERFIELD. | thought you were. 

Mr. Hacen. I will conclude, although I have a lot more questions 
toask. We propose to show that after all the deficits are known, those 
that you have outlined, plus many you did not mention in your state- 
ment nor in your reports, plus expected economies and efficiencies, 
and we are with you on that, iat there is no real deficit outside of 
special public services and subsidies. So that it will be my inten- 
tion to prove by you that actually there is no need of raising the rates 


at this time. Would you be helped somewhat by a report from the 


Caris m1 Comn ittee? Would you not he helped somewhat \ this 
advisory council that you now have over there. | would Say “Yes 

Post ister General SUMMI ) If you do not mind i li answei 

own question I was happy to see the committe: upp ymted in 

the senate and | sincerely had hoped that they would put them 

lves in the place of the awxpayers Ol this e¢ iIntry as users of the 


Thenil | was hoping hat they would u mediately come to the Post 
‘ 
i 


1 
Office Department when they wert appointed and start determining 
oO them ives colle tively as the members ot this committer have 
ind the members of the Appropriations Committee and the staft 
members of the General Accounting service and the Budget Offic 


We have worked togethe with them trying to find an answer to a 


problem that will not be denied in being answered Now, months 
have Vone by | am hearing the same old story We need this 
idy. I have asked for recommendations. If anybody in this 


Congress at any time, if anyone wants to make any recommendations 
or suggestions as to how they can help us to solve this problem, we 
would be very happy to have them. That includes first- and second- 
class mail 

The Cuairman. Mr. Morrison is recognized for a question. 

Mr. Morrison. I wish to join my colleagues in commending the 
Postmaster General for his very excellent presentation here today. 
| say that is the finest presentation I have ever heard. It was very 
concise, realistic, and to the point, and I think it was very, very well 
prepared on this very difficult question and that he analyzed it very 
minutely and very clearly 

[ have been at different times present when there were presented 
different programs on efficiency that he and his excellent staff has 
seen fit to work out, and I want to congratulate him and his excellent 
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staff for their program at this time on efficiency and improvement of 
the mail service at a lower cost. 

The CHarrMan. Mr. Corbett. 

Mr. Corserr. Mr. Chairman, | will join in that statement, but I 
will not elaborate at this time, because I do have a question that 
[ think would be general. 

if we turn to your chart No. 4, the third item, where you have 
listed the item of $79 million to be taken out of the deficit because 
it is out of the subsidy to air mail, regardless of anything, with elimi- 
nating the $74.5 million of the legitimate deficit, why should not 
there be taken out of the $515 million the loss on your religious, 
charitable, and other organizations? Maybe the loss in that particular 
type of mail would be $50 million to $100 million a year. I have no 
idea, and there is the penalty mail which averages anywhere from 
$45 million to $96 million some years, and the franked mail as well 

In other words, my contention is that as you have removed domestic 
and international airmail subsidies from the true deficit why should 
not these other items be removed to the end that either you have no 
deficit at all left, or possibly the reductions in some of these classes 
could be justifiably lower. 


Postmaster General SUMMERFIELD. That is a very good question, 

Take the first item, that is the religious and the fraternal organiza- 
tions and so forth. 

There are many) thousands of those pl ications Frankly [ have 
not had an oOpport nity LO study the m, a id as to whether I shalll 
able to justify or not justify the present situation as pertaini 
them [ thought probably that you people, with the experience you 
have, and the studies you have made in the past, would probs Dy 
yourselves offer some recommendations on that particular item 
Mr. Corser I think there were some 200 000 ay plic ations mad 
for that reduced rat 

Postmaster General SUMMERFI p. We probal ly need a little } ) 





from this committee in definitions as to what is educational and 
is religious 

Mr. Corserr. Off the record 

Discussion off the record. 

Postmaster General SUMMERFIELD. As to penalty mail, at the time 
we prepared these charts and our figures, the chairman of this com 
mittee had on his desk a propos “i bill to have each department ol 
rovernment pay for its use of the mails. That amount, excluding the 
congressional frank, was approximately $34 million. The total 
amount was about $45 million, but that figure includes the costs in 
the postal establishment for our own mailings. I sincerely hope that 
bill will receive favorable action. There is no opposition to the su 
gestion from the other departments of government. Each member o 
the various departments has agreed to go along with it. So that will 
be, | hope, another $34 million reduction of this $74 million deficit 

The Cuarrman. Judee Davis, do you have any questions at this 
time? 

Mr. Davis. No; 1 have no questions at this time, Mr. Chairman. 

The CHarrman. Mrs. St. George. 

Mrs. Sv. Georce. I would like to join my colleacues, first of all, 
in complimenting the Postmaster General not only for his very able 


; 
I 
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and complete presentation, but upon stating it as concisely as it could 
be done 

There is only one question I would like to ask you, General. I do 
not whether you care to answer it at this time, and that is, in view of 
the very obvious difficulty, and I think you know what that is, of 
having Congress decide on rates, whether you do not believe it might 
be possible in time to have a Commission within the Post Office 
Department, whose sole duty would be to study those rates and 
which could possibly be of assistance to you in making this whole 
matter much more flexible? In other words, every so often when 
rates had to be raised they could be raised, and when they had to be 
lowered they could be lowered without this terrific paraphernalia 
which, I think is quite obvious to you as it is to us, of going to Con- 
gress every time and having to get a change authorized. 

Postmaster General SuMMERFIELD. That is a very good question, 
Mrs. St. George. I am aware there is a bill before this committee 
which would give that responsibility to the Post Office Department. 
| am informed that his is the one Post Office Department of any 
important country in the whole world that does not have the responsi- 
bility, as well as the authority, to adjust rates. Frankly, the De- 
partment has no objection to the added burden and responsibility. 
It would certainly seem to us, the logical thing to do. 

Frankly, when I first came down here, being one of those who does 
not like to see too much power in one person’s or one department’s 
hands, I thought it would be presumptuous to recommend to this 
committee or any of its members that such legislation be introduced, 
but it would certainly facilitate the setting of rates more realistically. 
It would eliminate to a maximum degree this long delay, which is so 
expensive to the people of this country, if such legislation were to be 
enacted and became law. But this Department is not requesting it. 
We are working with the tools which we now possess, and that is the 
best we can do. 

Mrs. Sr. Grorer. Thank you. 

The C HAIRMAN. The legislation proposed does provide that 
Congress would have a right to veto any rates that might be proposed. 

Postmaster General SuMMERFIELD. If I may offer this one com- 
ment, I certainly think that is a prerogative that should remain in 
the hs inds of the Congress. 

The CuarrmMan. Mr. Rhodes. 

Mr. Ruopss. I join my colleagues in commending Mr. Summer- 
field on what I believe is a very fine statement. I agree in general, 
but disagree on two points. One is the increase in first-class mail, 
and the other is the small increase in second-class mail. I wonder if, 
using the same argument for an increase in first class to 4 cents, you 
could not justify an increase in first-class mail to 5 cents. 

In the case of second-class mail, some of the beneficiaries of these 
Government hand-outs are the biggest and richest monopolies in 
the country. We are subsidizing salaries some of these publishers 
pay themselves of $100,000 or more a year. 

I feel there should be a bigger increase in second-class mail, and that 
we should not increase the rate on first-class mail. 

Postmaster General SUMMERFIELD. That is a very good question. 
Those are two questions that we have deliberated on at great length. 
The first-class increase, as those figures clearly indicate to you, is like 
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the boy with the broken leg; it hurts to have it set, but you sometimes 
have to do it to walk again. You have to get your income where it is 
available, particularly when, after you analyze the first-class mail, 
you find that the percentage of mail that originates in the American 
home is small. Therefore, the amount of money spent by the tax- 
payers of the country for first-class mail is not large in relation to 
what the total deficit is to the national budget. Actually, it is like 
trading an egg off for a chicken to bring it about, but, like you, I 
always like to keep the public interest and the great mass of the 
American people back of my mind. 

On the second-class mail, we tried to be considerate and under- 
standing and realistic, and it was after much consideration and delay 
that the increase for second-class mail was made on the basis of $20 
million, or less than 9 percent of the loss. But, again, the Post Office 
Department is a business and service organization, and we are here to 
render a service to the people. Here is a situation that has been 20 or 
more years in the building, where the Government itself must assume 
a fair share of the responsibility for permitting the great industries to 
develop on the basis of practically free distribution of their products 
by mail. That has been a matter of long, long standing, and I think 
it should be corrected as rapidly as possible, but on the basis of a 
realistic appraisal of the ability of those publishers— particularly the 
smaller ones. I am not referring to the larger ones 

The CHarrMan. Mr. Withrow. 

Mr. Wirnrow. I want to join my colleagues in commending the 
Postmaster General for his very fair statement. 1 think he is objec- 
tive, and I wish, as a member of the Cabinet, he could use his objec- 
tiveness to cut down the spending abroad, which probably would 
solve most of our problems. 

I am a great believer in the Congress determining rates, and our 
forefathers believed in that explicitly, and primarily because it was a 
safeguard against taking hasty action in putting on a rate that might 
do great harm. 

| have here a number of telegrams I just received this morning, and 
probably in my office there are a great many more, that | will put in 
the record at the proper time. These people are very much exercised 
over this bill coming up, and are very fearful they will not have an 
opportunity to be heard. The increase of rates is very serious indeed. 
[ have one telegram from Milwaukee which | will read. They are all 
somewhat similar, although not word for word. This telegram reads: 

Increase bill H. R. 6052. It is our desire to postpone hearings until all testi- 
mony is ready for presentation. Hasty action at this time may not be in the 
public interest. 

Postmaster General SUMMERFIELD. May I ask a question at this 
time? 

Mr. Wirnrow. Certainly. 

Postmaster General SUMMERFIELD. Was that a second-class user, 
or a private individual? 

Mr. Wirnrow. It is Duffy & Associates, 918 North Street, Mil- 
waukee, Wis. 

Mr. Murray. I would say third-class users. 

Mr. Wirnrow. But they want an opportunity to be heard, and I 
think they should have that, and I will do all I can to see that they 
do have that opportunity. 
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It was gratifying to me to know under your proposal you would cut 
the annual postal deficit down to $74 million. 

Postmaster General SuMMERFIELD. With your help, sir. 

Mr. Wirnrow. In addition to that, it would be further reduced 
by the penalty mail. As I recall, that penalty figure weat around 
$90 million under the Hoover report. So as a matter of fact you more 
than balance the budget here, my friend. 

Postmaster General SUMMERFIELD. I wish that were true, sir, but 
there is an $80 million item that our predecessors underestimated, so 
there is $80 million to add to the $74 million. Jam sorry to give you 
that very bad news, but that is it. 

The CuarrMan. Mr. Lesinski. 

Mr. Lesrnskr. I want to take this occasion to compliment the 
Postmaster General on his excellent statement. There are a couple 
questions I would like to ask, but the time does not allow it. One 
thing | would like to see personally, as far as second-class mail is 
concerned, I would like to see it pay at least 50 percent of its cost. 
According to your statement, if will still be subsidized 73 percent, 
and it is subsidized approximately SU percent today. 

Is it not true that the amount you took off your original estimate, 
about 50 percent of that was for a second delivery a day of mail? 
Postmaster General SUMMERFIELD. That was in effect before this 
bud et. 

Mr. Lesinskr. But did not Postmaster General Donaldson request 
the restoration of that? 

Postmaster General SUMMERFIELD. No; I do not think he did. In 
fact, for the record I can say to you that I discussed this postal deficit 
problem with the then Postmaster General before he left office. | 
asked him about his budget, if, in his good judgment from his broad 
and lengthy experience in the Department, he felt there were any 
tems in his proposal that could be deleted or r duced, with no regard 
to the possibility of restoration of a second delivery. And he told me, 
and I believe in good conscience, “Summerfield, any reduction in that 
appropriation will result in some curtailment of service somewhere, 


somehow hat is my honest opinion.” 

I said, “Thank you, sir.” 

The bud office of the preceding administration took off $78 
milhon « heir own budget, and we came along and, after a very 
careful sti ly we made with thes affs of several congressional commit- 
tees and the task forces we sent out, we took off an additional $72 
million, and Cone made an justment of $2.5 million later. 


There was no anticipation of a return to two deliveries a day in this. 
The CHarrMan. Mr. Gros 


Mr. Gross. I join my colleague from Wisconsin in hoping that as a 
member of the Cabinet you will impress upon your colleagues in the 
Cabinet the importance of cutting down and eliminating billions of 
dolla n givi ivs to foreien countri That is one of the best 
wavs to balance the bud and | hope you will use your influence 
to the id 


Postmaster General SUMMERFIELD. I am a very conservative citizen, 


\M[Ir. Gross. I am sure of that Mr. Summerfield, we have no 
report on 1 ‘is side as to whether the Senate committee has started 


POSTAL-RATE REVISION 33 


hearings or intends to hold hearings on postal increase legislation. 
Do you know? 

Postmaster General SuMMERFIELD. I was informed this morning 
in a telephone conversation with the chairman of the Senate com- 
mittee that they would open the hearings as soon as this committee got 
under way with theirs. To do it simultaneously would be difficult 
for us as well as for them. The Senator told me he would have a 
conversation with our chairman, Congressman Rees, to assure him of 
that fact. 

Mr. Gross. On page 29 of your statement you said: 

In the first place, we had it checked independently by the financial vice presi- 
dent of one of the country’s largest corporations. He was not on the Government 
payroll and had no objective except to report his unbiased opinion. He said 
that cost ascertainment was basically sound. 

And [| assume you subscribe to that, that the cost ascertainment 
figures you have are basically sound? 

Postmaster General SUMMERFIELD. That is correct. 

Mr. Gross. And when did you arrive at that decision, that the 
cost ascertainment figures you have are basically sound? 

Postmaster General SuMMERFIELD. After a review and studies, the 
details of which you ladies and gentlemen will have an opportunity 
to hear tomorrow. 

Mr. Gross. You arrived at that decision since you have taken 
offic e? 

Postmaster General SUMMERFIELD. Just within t 

Mr. Gross. A couple months ago? 

Postmaster General SUMMERFIELD. Certainly it was prior to our 
Interstate Commerce Commission hearings. 

Mr. Gross. I should like to quote your statement to the House 
Appropriations subcommittee. You said on page 8 of the hearings 
of the House Appropriations Subcommittee for 1954: 


he last few weeks. 


The Post Office Department management is still without adequate reports 
or analytical information from which to make prompt and sound decisions. 
rT " ant oO” 
That was on April 27 

Consequently, no sound basis exists for interpreting current costs or comparing 
costs between offices or between periods and thus exercisit the esse ntial control 
which such interpretations and comparisons would afford. 


Postmaster General SUMMERFIELD. That is another matter entirely 
What I was discussing there, what we are trying to do is get our cost 
figures back from our post offices. It is simply a matter of standards 
of performance. 

The CHarrmMan. Mr. Jarman. 

Mr. JarMAN. | join my colleagues in tribute to the Postmaster 
General. ‘This is an important subject we are starting on. We are 
all concerned about costs and the deficit and cutting down. We are 
also concerned about any necessity we may have for raising postal 
rates or taxes. I would like to have your comment, in view of the 
added cost both to the Department and to the Civil Service Com- 
mission, to the Government as a whole, what is ‘the justification as 
you see it for throwing out thousands of competitive examinations 
that have already been held over the country in the Department, 
and calling for new examinations at additional cost? 
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Postmaster General SumMerRFrIEeLD. I am very happy you asked 
that question. I am rather proud of that particular episode. I 
started several weeks before the new Chairman of the Civil Service 
Commission had been appointed to discuss with them the matter of 
raising the standards of postmasters throughout the country. After 
all, they are the managers of the postal establishment, and I felt 
there ought to be some higher standard of examination that would 
insure a high-grade, experienced group of postmasters throughout 
the country. I did not wait until the Republican group had control 
of that Commission. I asked them to come and sit down with me 
and try to arrive at a new procedure to raise those standards, and on 
the first morning that the new Chairman of the Civil Service Com- 
mission, Mr. Philip Young, took office, he came to my offic>, together 
with the members of the Democratic group. ‘Together we worked 
out the procedure that we followed, even to the press release. It was 
concurred in unanimously, including the lady member of that Com- 
mission, whose long years of service are known to you. That was a 
completely nonpartisan decision, and I am happy to say to you 
that there have been no complaints that have reached our office 
from anywhere. Everybody was delighted, including members of 
your great party. 

’ The Cuarrman. Mrs. Harden. 

Mrs. Harpen. I did have some questions, but the Postmaster 
General has ably answered those. I want to compliment you, Mr. 
Summerfield, for your very splendid statement. 

Postmaster General SUMMERFIELD. Thank you. 

The CHarrRMAN. Our time has expired. Is there any member who 
has a special question? 

Mr. ALEXANDER. I| have a question. 

Mr. Bouanp. I suggest the chairman start at this end of the table 
sometime. 

The CHatrrMan. We will do that sometime. The committee will 
go into executive session. 

(Thereupon, at 11:45, the committee went into executive session.) 
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TUESDAY, JULY 14, 1953 


Hovust oF REPRESENTATIVES, 
ComMITTEE ON Post Orrick AND CIVIL SERVICE, 
Wash ington, i. 

The committee met, pursuant to recess, at 10 a. m. in the committee 
room of the House Committee on Post Office and Civil Service, the 
Honorable Edward H. Rees (chairman) presiding. 

The CHarrMan. The committee will be in order. 

The committee will resume its hearings on the proposed legislation 
pending before it, beginning with the question of increases in postal 
rates. 

When the committee adjourned on yesterday, Mr. Summerfield 
had testified and the members had interrogated the Postmaste: 
General. Not all had been given an opportunity, however, to ask 
questions. It was suggested by the Chair that each member be given 
an opportunity to ask one question around before we continued to 
ask further questions or have members make further observations. 

Mr. Summerfield, the Postmaster General, is with us again this 
morning. He has a suggestion to offer That is that two of the 
members of his staff who are here might be permitted to make a 
statement and then all three of them would be subject to questioning. 

The Chair did suggest that those who had not had an opportunity to 
ask questions yesterday, to get around to the entire committee, that 
they be given an opportunity to ask one question. With the feeling 
that that should be done, or the feeling that we should proceed to 
interrogate the Postmaster General at this time, the will of the 
committee will be foliowed. 

It is suggested by the Postmaster General that he would have his 
entire case before the committee if the members of his staff are 
permitted to make statements. 

As I understand, the statements of members of the staff, Mr. 
Stans, who was mentioned yesterday, and Mr. Robertson are not 
very long. Copies of those statements will be laid on the desks of 
the members when they testify, and we will proceed in order. 

Mr. Summerfield is recognized. If there is anyone on the committe: 
who feels that we should not recognize Mr. Stans and Mr. Robertson 
at this time, the will of the committee will be followed: 
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STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL, ACCOMPANIED BY CHARLES R. HOOK, JR.,DEPUTY 
POSTMASTER GENE! wen ALBERT J. ROBERTSON, ASSISTANT- 
POSTMASTER GENERAL; MAURICE H. STANS, EXECUTIVE PART- 
NER; ALEXANDER GRANT & CO.; EDMUND J. WALSH, ASSISTANT 
COMPTROLLER; A. B. STROM, ADMINISTRA ATIVE ASSISTANT 
TO THE ee TMASTER GENERAL; AND L. ROHE WALTER, 
SPECIAL ASSISTANT TO THE POSTMASTER GENERAL 


General Sum™ reELD. Mr. Chairman, if I may 
2 omi 
‘The ( [IRM Postn eral Summerfield? 
Postmaster General SumMMerFietp. Mr. Chairman and members 
the committ think t pamphlet is in front of everyone of 
uu, Which was delayed yesterday, which is a complet recapitulation 
ol the t 1oOny ior you gentiem« 


We tried to pr 


I 
Position LO 5 su to aline it and prepare it In sequence s » that the entire 
story ct old as briefly and as accurately as possible for the 
bene! t of evervone concerned 


epare an explanation of the Post Office Department’s 


With that thought in mi id, we asked Mr. Stans to be re ady this 


morning’ | would just like to read briefly, if I may for the record, 
who Mr Stans 1s: 

Mauri H.§ senior partner of Alexander Grant & Co. of Chicago, with 
whom | I I 9 ‘ 

Hew r in 1! I nA I \ n’s national 
ward for outst ( { \ f. I is lso 
1 r of the A | \ pl lent, now 
i l x \ 

\ - our } | | n tl ost 
Of Der t \ V | Is f 
H Cr \ pl 

I am sure you wi interested yw that Congr n Taber, in a recent 
radio program, descri i Mr. 8 ( f 1 outstal g accountants in 
the ex { e 


We asked him to vork with us in lan ing out and installing a modern 


ecountil n l n m in tl post offices 

We ha isked Mr Stans to make a very thorough study, v vithout 
prejudice, of the cost ascertainment system of the Post Office Depart- 
nent. He has prepared a complete explanation of that much- 


discussed accounting procedure, and we thought it might be very 
helpful for the members of this committee for Mr. Stans to take a 
short period and explain completely and fully the cost ascertainment 
system of the post office; at the conclusion of which he is available for 
questions 

Then we thought, following Mr. Stans, we would like to have Mr. 
Albert J. Robertson, our Assistant Postmaster General in charge of 
Finance, explain our rate proposals and the reasons therefor. That 
would serve to give a complete picture to everyone. 

Then at that time, I Ey will be, of course, available to answer 
any questions that I am able to answer, as well as Mr. Stans and Mr. 
Robertson, or anyone else of the staff, what our plans have been to 
facilitate and aipellite these hearings. 

It is only a suggestion. I certainly would be very happy to respect 
the wishes of the committee in that regard; but we are prepared to 


) 
} 
i 
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proceed on that basis if you care to have us do so. I expect to remain 
here as long as the committee cares to ha e me. | am ready to answel 
any questions. [ would preter to do it following Mr. Stans’ testi- 
mony However, I am at the committee’s disposal, Mr. Chairman 

The CuatrmMan. The Chair will protect the rights of those who did 
not have a chance to interrogate. They will be given the first oppor- 
tunity to interrogate hen the in eCrrogation DdDecINns 

Mr. Moss. Mr. Chairman? 

The CHAIRMAN. Mr. Moss is reco l, 

Mi A | ( Id hil tO § { h tb \ i Vi Live } 
terre ion of Nia mmerfield it taten e rea he con 
mittec CS 12h) i | belt i pe { ( con | thie 
outline and re I Put r ¢ LV ons on 
those pol Ls. We are then going to hear be Moony on Cost ascertau 
ment and evaluation. of that system which will develop information 
of a different tvpe, which may require a different line of ques ionine 


For the orderly procedure of the members of the committee, I 
believe we would be best served 1f we were permitted to imterrovate 
the end of the testimony of each of the gentlemen, Mr. Summeriield 
and his other staff members. 

The CHairMANn. Without objection, th 
to interrogate vesterday will be given that oppor liy presently. 

The gentleman from California, Mr. Moss, 1s recognized 

Mr. Murray. Mr. Chairman, as I understand it, each member 
may ask one question; then later when Mr. Summerfield completes 
the presentation for the Department, then all the members may ask 
Mr. Summerfield any questions they desire. 

The CHatRMAN. That 1s correct 

Mr. Moss. Mr. Chairman, some of the Le] tleme n took 5 or more 


FT 


J 
vho did not have a ¢ 


minutes to develop the line of questienirg, and they were not confined 
to just one question. If we are to be confined to one question, than it 
would be futile for me to ask one question at this point 

The Cuarrman. That was the understanding; yes, sir. We were 


try Ing to get along as Dest We can. 


\ir. Moss. Then is it the Chair’s ruling to ask one question, or 
are we permitted to ask more than one question on a point? 
The CuarrmMan. That was the hope. Then we wil] come back a 


little Jater on and ask as many questions as we want to. 

Mr. Moss. I yield to the gentleman. 

Mr. Haaren. Mr. Moss, I believe you bave a point there I 
believe I would need 7 or 8 minutes to develop some points. 

I think the centleman and other members should have a chance to 
develop something rather than just one brief question. 

As long as we have time later to ask any number of questions I do 
not think there would be any objection on the part of the mcinbers. 
He is going to ask them later anyway. There would be no saving of 
time. 

The CHarrMAN. I am trying to hold the continuity, if I can. 

Mr. Moss is recognized. 

Mr. Moss. Mr. Summerfield, in your recommendations for increases 
on first-class matter, you recommend an increase in revenue that 
would underwrite approximately 25 percent of the current deficit, 
about $160 million in deficit anticipated, of around $600 million. 
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Postmaster General SUMMERFIELD. I think our recommendations 
totaled more than that. 

Mr. Moss. That is just for first class? 

Postmaster General SUMMERFIELD. That is correct, sir. 

Mr. Moss. On page 32 of your statement, you quote from the 
Hughes report, that oH classes of mail are carried for the common 


convenience of the public, determining the apportionment of cost, that 
each should be 7 colt with its proper share of the total expense. 
This statement ms st as sound today as it was in 1911. 


In this recommen id ation are we not proposing an increase that would 
call upon the user of first-class mail to underwrite considerably more 
than its proportionate share of that cost of that mail? 

Postmaster General SUMMERFIELD. That is correct, sir. 

Mr. Moss. Then the recommendation is not consistent with the 
recommendations of the Hughes Commission at that time? 

Postmaster General SuMMERFIELD. Yes. It is a very realistic ap- 
praisal of the situation in which we presently find ourselves. 

[ know, sir, that it is not the fault, maybe, of this committee or 
of this Congress for the situation that has prevailed heretofore. 

Mr. Moss. We have a choice of permitting the first-class user to 
bear a disproportionate share of the cost or the taxpayer bearing the 
share. 

Postmaster General SUMMERFIELD. That is right. 

It is a historical fact that the other classes of mail, that is, second- 
and third-classes of mail, have been salinities dl dons the Post Office 
Department by the taxpayers of this country for many years. 

Mr. Moss. The point that concerns me somewhat is how wount you 
differentiate between a first-class user of mail and a taxpayer in this 
country? 

Postmaster General an RFIELD. There is a great deal of diffi- 
culty. It is our belief that persons using the first-class mail should 
pay whatey r portion of the cost neces sary, after due consideration is 
given to the. rates for second- and third- and fourth-class rates, and 
other services necessary to carry on the services of the Department 
at a sag renee level 

Mr. Moss. Is the first class user the only beneficiary of the services 
that are provided in the subsidized classes, the second- and third-class 
mail? Is he a greater beneficiary than the general taxpaying public, 
the first-class user? 

If we are going to ask him to subsidize or to underwrite this deficit 
to a greater degree than he is now underwriting it—it is the only class 
that is paying for itself—are we doing it on the assumption that the 
user of first class mail is a greater beneficiary of the services of second 
and third class than the general taxpaying public? 

Postmaster General SummMerrieLp. | would say so. His mail does 
get preferential treatment, of course, to the maximum degree. 

Mr. Moss. He is paying for his mail? 

Postmaster General SumMerrie tp. That is correct. But again he 
is paying for it to a degree. 

I call your attention to the fact that this whole postal establishment 
represents a tremendous investment on the part of the general public, 
several billions of dollars. There is no charge considered in cost 
ascertainment for depreciation or for the interest on the capital invest- 
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ment, or any of those items which exceed a billion dollars of the tax- 
payers’ money. 

Mr. Moss. But the taxpayer uses the facilities of the average post 
offic e or 

Postmaster General SUMMERFIELD. Either uses or they are available 
to him, yes. 

Mr. Corserr. Would the gentleman yield for one question? 

Mr. Moss. | would, yes. 

Mr. CoRBETT. For years we have been hearing that first class mail 
makes money. But I would like to ask whomever krows about rates 
for our joint information, if it is true or false that the 3-cent letter 
loses money ? 


My ul derstanding is that recent cost ascertainment figures show 
that for the carrving of a 3-cent letter, there is a definite loss to the 
post office. | think | know where the first class makes its money, but 
it is net on the 5-ceat stamp 

Does anyone know the answer? I think it is a figure we need to 
have. 


I appreciate your permitting me to interrupt 


' ‘ as } . - = 4 ie . - - 
Postmaster General SUMMERFIELD. ‘ccoraiong to our cost ascer- 


tainment, the first-class mail does not lose money. 

Mir. Corserr. My question, Mr. Postinaster General, was whether 
the 3-cent letter makes money. I know the first class makes money 
as a whole, but on the item of the 3-cent, less than 1l-ounce let er, 


L believe that the recent statements or published ficures shew that 


it is carried at a loss. 


Mr. WausH. On the 3-cent letter, the average co of first-class 
matl is approximately e jual the averavce revenue from it 

Mr. Corspertr. It is losine money, is it not? 

Mr. Watse. I do not think so. I think it is a verv small fraction 
of a cent the other wav m favor, on the average i will find out 
ha i ru Ow 

r. Corsetrr. That is verv important in this line o estions 

De ise a smal] action of a cent on pieces « Lining ( pretty 
tremendous 


Ve can firm that up. I wanted to get that into the picture 
Mr. Moss. Thank you very much, Mr. Corbett 

There was one other point I was trying to get through, Mr. Sum- 
merfield. 

We have this One class of mail, and according to our cost ascer- 
tainment, it does bear its share of the cost of the postal service. We 
have these other classes, particularly second class, that is very 
heavily subsidized. 

Postmaster General SUMMERFIELD. Right, sir. 

Mr. Moss. Would it not be a more realistic approach to adjust that 
second class rate to whatever we feel can be borne without too much 
injury to the users and then treat the difference as a direct subsidy; 
have it appear in your budget as a subsidy, so that the people recog- 
nize that they are paying for this service, which is deemed to be in 
the public interest? 

Postmaster General SUMMERFIELD. I agree with you in principle, 
of course. I am one of those who believe that if we are going to have 
subsidy, let us recognize it and not make any attempt to confuse 


. 
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anyone And there certainly is a subsidy affecting second- and third- 
class mail I agree with you on that 

\cain I want to state the Post Office Department’s position. We 
are not the ratemaking body This committee and the Congress that 
you report to and recommend 
~ The Cuarrman. Will the Postmaster lift his voice a little so the 
members on my left may hear you? 


Postmaster General SuMMERFIELD. I am sorry, sir. I lost a little 


nize our own position and the limits on 
which we have to operat We came before you vesterday and we 
I odayv to present what we believe the fairest, most proper 
method of correcting this enormous deficit of the postal establishment. 


Obv is] with the record that has been made over the years m 
re] m to the conduct of the Congress and the Post Office Depart- 
ment in] tion to the second and third class users where under those 
two cla of mail t! ey have D 1 permitted to gear their whole 
oper n on the basis of k than-cost delivery of then product. 
In fairn to them I think we have to recognize the fact that it is at 


least partially the responsibility of the Government, itself, for per- 


mitti t ib ee qaition to ¢ { 

Now, it is certainly indicated to every openminded person at all 
familiar with the sit 1atio that a change is n cessary But how 
rapidly to do it in view of the historical facts with which we are 
confronted, naturally is something we hope to arrive at fairly. 

Vi ieve—and we have had many consultations with the users of 
both second and third class, |: e and small that the rates that we 
ask, totaling approximately 42 percent in second class (10 percent of 


which, of course, is effective next April 1, anyway, and leaving about 
12 percent divided into 2 parts, 20 and 20), that we had probably 
found the maximum that we could ask at this time in fairness, partic- 
ularly to the smaller publishers who have been a victim of their own 


willingness to go along with a Government 
of the taxpayers’ money in 


that has been overgenerous 


relation to an industry operating for 


| just want to make that perfectly clear. 

It is not easy for me to recommend to you that the first-class rates 
be increased. But when I look at the overall picture and I recognize 
the fiscal condition of this country, and the closeness to which we 
have reached that, the voluntary limitation of our national indebted- 
ness, it becomes so very apparent to me—and I am sure it will to you, 
if it does not already—that this budget must be balanced. Our 
economic house must be brought into order. 

And I call this to your attention: The average American family 
actually originates relatively very few letters and packages on which 
they must place stamps. They receive tremendous amounts of first- 
class mail that they get from the great business world. Take a look 
at our family, sir. How many letters does your wife write and send 
out in the course of a week? And I might say our observations 
indicate clearly that most of the letters that originate in the American 
home go to a considerable extent for the payment of bills within a 
community. That means they are local letters on which no change 
has been recommended by this department. 

Mr. Moss. Mr. Summerfield, I agree with everything you said, 
except this: In my own mird I cannot separate into two groups the 
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taxpayer and the first-class user. This seems to me to be a hidden 
tax of an additional cent on each letter that is sent out of the local 
delivery area by a taxpayer or a user of first-class mail. It is a sub- 
sidy to the users of second- and third-class mail. 

1 think there would be more chance ultimately of bringing the cost 
of second- and third-class mail into balance, that is, the cost to the 
user, into balance with the cost to the Government if it were separately 
set up in the budget as a direct subsidy so that the people knew exactly 
what they were paying out of their pockets to subsidize those services. 

You could deal with them certainly and determine from time to 
time how much subsidy you wish to vote, rather than taking the 
indirect method. The largest group of users of the mail, the least 
organized and least vocal users of the mail, are the first-class users. 

The CHArRMAN. Mr. Reams 

Mr. Reams. Mr. Chairman, there is no question directly growing 
out of the hearing. The Postmaster General has given the finest 
statement I have ever heard before the committee, and he has given 
us the factual material we can take with us into our executive sessions 
to answer almost any questions if we confine ourselves to this bill. 

There is one thing I will not ask the Postmaster General about, but 

I would like to, I think, at a later date. 
That is, in an effort to make the Post Office Department efficient 
and also having it somewhat a general business, there is something 
that has not been mentioned. I am sure it has not been overlooked 
by the Postmaster General. That is the fact that in the post-office 
system the supervisory work and management is done by people who 
have come in at the bottom and have developed. 

During the recent years, the differential between the rates of pay 
and the other benefits for outside employment has been so marke dly 
different that it has been difficult to build in the Department 

That is not so far removed from this discussion we have today that 
it might be considered by brushing it off. But I think it is far enough 
from you that we oucht not to go into it at this time. Yet L will Sa.\ 
it is something I hope you will come back and discuss with us at a 
future time. 

I do appreciate the frankness with which you discussed this matter 
of a pay increase, and I hope you will favor us with that at a time 
when we have a bill that will be proper and germane to that issue, too. 

Thank you, very much, sir. 

The CHatrMan. Mr. Alexander? 

Mr. ALexANpER. Mr. Chairman and Mr. Summerfield, I would 
like to ask just one question. 

I believe, Mr. Chairman, that there is a bill now pending before 
this committee which would give you the authority to set the rates, 
the postal rates. 

Do you subscribe to the statement that I believe you quoted from 
a previous report which said that all classes of mail are carried for the 
common convenience of the public, and in determining the propor- 
tionate cost, each should be charged with its proper share of total 
expense? 

First of all, do you hold to that premise? 

Postmaster General SuMMERFIELD. I believe that each and every 
class of mail should carry its fair portion of the cost as far as is prac- 
ticable and as rapidly as that is possible to be brought about. In 
principle, I agree. 
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Mr. Auexanper. Then vou would qualify it. 

Now, if vou were given the ratemaking authority, would you 
attempt to make each class pay its own way, or would you follow the 
line of the bill that you have presented, if you had the authority? 

Postmaster General SuMMERFIELD. Of course, the first thing we 
would do is sit down with the Commission, and we would go into it at 
vreat length to be sure of the ability of the second-class users to 
absorb the increases. 

I would think that the time has come in this country when each 
class of mail should carry its own fair share of the load as rapidly as 


ossible. I do not think it should be done too hurriedly. 
Those are the conditions which we found when we came in. We 
have to accept them just as we find them Sut that is going to take a 


rood many vears to build up to that point. 

As you can understand, it would take a 500 percent increase in the 
rates of second-class mail to make it self-supporting at this time. 

The Cuarrman. Mr. Bolton? 

Mr. Bouton. I think you answered one of my questions. 

Did you SAV 500 percent increase for second-class mail to make it 
carry its own? 

Postmaster General SuMMpRFIELD. I think I misspoke myself. It 
would be about 400 percent 

Mr. Bouron. Four hundred-plus percent 

Postmaster General SUMMERFIELD. Four hundred percent. 

Mr. Botron. And how about third class? 

Postmaster General SUMMERFIELD. We lose 191 million. 

1 


Mir. Corsperr. While he is looking for that, will you yield for one 


> 


) 


observation 
Mr. Bouron. Yes 
Mr. Corsperr. One thine that is certain, we do not know about 
second- and third-class costs, so far as the users of the mail are con- 
cerned, because we have a lot of mail in there that is carried just as 
subsidized So there is some difference in there somewhere. 
Postmaster General SUMMERFIELD. Congressman Bolton, in addi- 
on to the rate increase we are asking now for first class, it would 
require another 40 percent increase in third class above the antici- 
pated increase that we have asked for 
Mr. Botron. May I ask just one more question, sir? 
The CHAIRMAN. Yes 
Mr. Boiron. Under the cost-ascertainment figuring, does that take 
into account the cost of priority delivery and priority handling, and 
o forth, of first-class mail, or is that a straight across-the-board 
figuring by number of pieces? 
Postmaster General SUMMERFIELD. | would like to have Mr. Stans 
answer that question 
Mr. Bouton. All right 
Mr. Srans. I would like very much if I were permitted to develop 
that in my presentation 
Mr. Bourton. That is all right. Thank you. 
The CHatrMan. Mr. Boland? 
Mr. BoLanpb. No questions 
The CuHarrMan. Mr. Bonin? 
Mr. Bontn. Mr. Summerfield, in checking back with the Post 
Office Department, I learned that 7 percent of the time that the Post 


» 
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Office Department has been in existence it paid for its own way; 93 
percent of the time it has operated at a deficit. 

If too much stress is placed on high rates, would this not only 
make the service of the Department unavailable to many business 
firms and individuals and soon run afoul of the sound principle of 
diminishing returns? 

Postmaster General SUMMERFIELD. I will try to make that plain, 
Congressman Bonin. 

That is why we did not ask for more. We did not want to get to 
the point of diminishing returns. 

Mr. Bonrn. [t is your opinion that it would not influence a dimin- 
ishing return throughout the entire Department? 

Postmaster General SumMrERFIxLD. That is correct, sir. 

I still think that the 3-cent letter going up to 4 cents from 1 penny 
is the greatest bargain on earth. 

Mr. Bontn. That may be true, but the fact is: How does the actual 
individual who is using the mails on the outside, not within this com- 
mittee or within Congress or within this Government, actually feel 
about it? 

Postmaster General SUMMERFIELD. I think, as I said yesterday in 
my statement, the public is far ahead of us sometimes on these mat- 
ters. I think the public will step in willingly when they get some 
improved service, which they are already getting to a considerable 
degree, and they certainly are going to get constantly improved service 
in the future. 

{ think the American people traditionally want to pay for service, 
and as soon as they know the facts—and they certainly are going to 
know them when we complete the hearings—I am sure that they will 
recognize the fact that the increased costs have not been confined to 
all other business in the American homes other than the post office 

Mr. Bonin. Mr. Summerfield, if the average American feels that 
he has obtained his weight of first-class mail, do you feel he will feel 
somewhat resentful for paying an additional 1 cent for a first-class 
letter? 

Postmaster General SUMMERFIELD. I do not think so, when they 
realize how important it is to them that the Post Office Department 
will eliminate this tremendous deficit which has been accumulating 
through these many years, which has been paid for by the issuance of 
bonds on which they have been paying interest. If they can get 
their house in order, it will be like trading an egg for a hen, if we just 
give them a chance to know the facts. 

Mr. Bontn. Would you accept an amendment, then, for this pro- 
posed bill, Mr. Summerfield, to increase the first-class rate to 5 cents? 

Postmaster General SUMMERFIELD. Mr. Congressman, I am cer- 
tainly not going to be presumptious enough to try to tell this com- 
mittee—and I have a great respect for it—-what to do. We have 
prepared a proposal that we think is fair and proper. [If it is the will 
of this committee to change it, that is certainly your prerogative and 
your responsibility, sir. If we think it is out of line, we shall certainly 
inform you. 

We think that the 1-penny increase is an amount that is justified 
at this time, and not more than that at this time. 

The Cuarrman. Mr. Dowdy? 
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Mr. Dowpy. Mr. Summerfield, I might say in the beginning, in 
some questioning that I have done prior to this, I think pe rhaps some 
members of your staff have thought that I was being mean to them 
or something, but I want you to know that my purpose here is to try 
to get the true facts, and that will be the purpose of my questioning. 
There is no personal feeling in it at all. 

There was some indication yesterday, to me, at least, in your state- 
ment—and I hope that the indication was wrong—early when you 
were commenting that your purpose apparently before this committee 
was to use it as a sounding board or something to get across to talk 
to the American people. I hope I was wrong about that. 

In other words, | understood you to say that was your purpose in 
appearing here 

Now, that is just a statement 

I appreciate the fact that the Post Office Department has been 
paying some subsidies like the airmail to Air Forces. Foreign and 
domestic airmail subsidies are whatever you call them. I do not 
believe they should properly be chargeable as a deficit to the Post 
Office I agree with vou heartily about that. 

3ut, as has been indicated here, there are a good many other 
subsidies 

What I want to do and what I think ought to be done is to try to 
reduce the expenses of Government. It does not make any differ- 
ence, particularly, | believe, to our people whether something that 
the Government is subsidizing comes out of the right-hand pocket 
or the left-hand pocket; they still have to pay it. If you are going 
to make the first-class users of the mail take care of subsidies, why 
not, in addition to taking care of the other subsidies, take care of 
the airmail subsidy, too? 

Postmaster General SUMMERFIELD. I want to answer your first 
question first 

This is an entirely new thought that you injected, that I should 
want to use this committee and this opportunity as a sounding board 
to the American people. 

In the first place, I would certainly have no objective in doing so. 
And certainly it was no intention on my part yesterday to have 
these hearings begin the kind of publicity that was given them last 
evening. I just said I was here at the invitation of this committee 


» appear with a program. ‘This was my job an¢ responsibility—to 
prepare and present to this committee, a program for improving the 
postal service of this country. IL came here for that purpose. Ap- 


parently there was a question of whether or not I was going to be 
able to discuss the question at all. 

I was just a little bit confused for the moment, and I am sure 
others were a little bit unsettled. But I have no idea of using this 
committee as a sounding board. 

Mr. Rewer. I was just an innocent bystander. I got maybe an 
indication along that line from the statement you made. 

Mr. Hacen. Would the gentleman yield? 

Mr. Downy. Yes. 

Mr. Hagen, Did anybody indicate that we did not want you to 
appear or refuse to allow you to? Asa matter of fact, I wanted you 
to appear for a long time, so long that you might not want to come 
around any more. 


POSTAL-RATE REVISION 45 


Postmaster General SumMeRFIELD. And I sensed that, Mr. Con- 
gressman. And bless your little heart, I did not say I was being 
denied. I just asked the question. 

That is a prerogative of any citizen, sir, even though he is the 
Postmaster General. 

Mr. Downy. What raised that question in my mind was: Your 
question that you asked was not ‘am I going to be refused to talk 
to this committee,’ but you asked “am I going to be refused the 
opportunity to talk to the American people’ or words equivalent to 
that. That is what brought that to my mind. 

Postmaster General SuMMERFIELD. I am sure the Congressman 
did not take that seriously. It is a good question, but I am sure 
you did not take it seriously. 

Mr. Downy. My other question was about taking care of all of 
our subsidies by taxation of the users of first-class mail. 

Postmaster General SuMMERFiELD. Would you repeat the question 
again for me? 

Mr. Downy. It might be involved. 

You have indicated that you want to charge to some other place 
besides the Post Office Department, the subsidy that is paid for 
airmail and that there are certain other subsidies, second- and third- 
class mail, and perhaps parcel post—I do not know—that you want 
chargeable substantially to the users of first-class mail as a tax in 
the form of an increase in postage rates. 

My question is that if you are going to take care of all subsidies in 
the Post Office Department by taxation of the Sei ‘lass mail, why did 
you not include the airmail subsidy as well? 

Postmaster General SUMMERFIELD. In the first place, the way the 
airmail subsidy is handled, the Post Office Department has nothing to 
do with it, all we do is pay the bills. 

Mr. Downy. I understand. 

Postmaster General SUMMERFIELD. As far as we are concerned, sir, 
if the subsidy is being paid to the second- and third-class users, =! is 
identified as such, that will certainly meet with our approval, 

Under the circumstances, there is a deficit in the Post Oltice De- 
partment. It is my responsibility to present to this committee a pro- 
gram to correct that, to bring its budget in balance and to do it as 
fairly and as intelligently as we know how to, with your help and with 
your wisdom. That we have done, sir. Beyond that, it is in your 
hands. 

Mr. Downy. I do not want to repeat. The 3-cent letter pays its 
way; I believe that is agreed here. 

You say that a 4-cent letter would still be a bargain for the average 
American family, or something of that sort. Now, the letters I have 
had have been from people that think that 3344 percent increase in cost 
will be a material thine to them. 

I remember when I was not old enough to vote, but I was getting 
about grown when they temporarily raised the rate to 3 cents in 1932 
When I had any letters to write at that time it was a pretty good 
expense to me. To a rich person it would not make any difference. 
There are folks who live in my district that are not rich, 1 would say 
several of them, and it is material to them. 

Do you think that the 4-cent letter for a person in that situation is 

better bargain than the way newspapers are delivered, at no cost? 
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Postmaster General Summerfield. No, I do not, sir. But I still 
thank that the additional cost of 1 penny on the first-class letter, 
considering the service that the public receives, and what this increase 
will accomplish in balancing the budget, and what it will mean toward 
making a downpayment on a major tax reduction for all the people 
of our country, is indicated as very necessary and desirable at this 
time, su : 

Mr. Downy. | am rather in agreement to say if it would save 7 
billion, or whatever we are going to give to foreign countries, it would 
be a good thing 

You have indicated that you have improved the service to people 
in a few localities in the country and are going to save a half million 
dollars a year on that. 

Postmaster General SUMMERFIELD. Going to, or have? 

Mr. Dowpy. You say you are going to save a half million dollars 
a year. Was not that your statement substantially? 

Postmaster General SUMMERFIELD. That is right 

Mr. Downy. If you made that improved service to the Nation, 
would it not wipe out the deficit? 

You expect to save the same amount in each locality, do you not? 

Postmaster General SuMMERFIELD. We are certainly going to turn 
heaven and earth to continue saving wherever we can 

But I pointed out to you yest rday, sir, that there are some things 
that we do have to anticipate. I mean, it is no use just putting a 
blindfold over our eyes. We have to recognize the facts. The 
facilities of this postal establishment are greatly in need of expansion, 
modernization, improvement. We would like to be able to do some 
things with the receipts of the postal establishment 

Mr. Dowpy. You indicated yesterday that postal costs have in- 
creased more than the cost of living during the last period of time, 
and you also stated that second-class rates have been reduced since 
I forget the date—did you say 1932, or 1925? 

Postmaster General SUMMERFIELD. 1933. 

Mr. Downy. In what way have second-class rates been reduced, 
Mr. Summerfield? 

Postmaster General SuMMERFIELD. I do not remember the rate of 
reduction in 1933, but there was a reduction. 

Mr. Dowpy. Was that the same time a temporary 3-cent rate was 
put on the postage? 

Postmaster General SUMMERFIELD. Yes 

Mr. Dowpy. I find out what that “temporary’’ meant. It meant 
until it got raised to 4 cents 

I believe you have indicated why you thought that the second-class 
rate should be raised only 9 percent of its deficit, so I will not go into 
that 

What about parcel post at this time? Is parcel post paying its way 
after the new rate? 

Postmaster General SUMMERFIELD. It will with the new rate. 

Mr. Downy. It will pay its way? 

Postmaster General SUMMERFIELD. With the new rate. 

Mr. Dowpy. That was one question I had. 

Mr. Gross. Will = gentleman yield at this time? 

Mr. Downy. Yes, si 
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Mr. Gross. I wonder, with respect to the parcel-post rate, if the 
Post Office Department contemplates making the rate comparable 
to that of the American Railway Express Co.? 

Postmaster General SuMMeERFIELD. It has no relation to what the 
express company charges. It is on the basis that under the statute 
we have to handle parcel post without a loss. So we adjust the rates 
to what the loss has indicated, and we proceed accordingly 

Mr. Gross. There is only one other comparable service; is that 
not correct? 

Postmaster General SUMMERFIELD. That is right 

Mr. Gross. And that is the express company? 

Postmaster General SUMMERFIELD. That is right 

Mr. Gross. Will the Postmaster General tell us what the minimum 
rate charged by the express company is per pound. 

Postmaster General SUMMERFIELD. About $2, Mr. Walsh says 

Mr. Wausu. There is a minimum rate. I believe it is about $2 
And then according to the heavier shipments, it steps up gradually 
But the minimum for express is in the neighborhood of $2. 

Our minimum parcel-post rate is 23 cents, under the new rate. 

Mr. Gross. Would that be the increase, or the minimum amount? 

Mr. Wats. That is the minimum rate, sir, for a 1-pound package 
for a short haul. 

Mr. Gross. There is presently pending, as I understand it, another 
rate increase asked for on the part of the express company. Does the 
Postmaster General know what they are asking for now, what the 
increase would be? 

Postmaster General SuMMERFIELD. The express company? 

Mr. Gross. Yes. 

Postmaster General SUMMERFIELD. No; I do not, sir. 

I do call your attention to the fact that when you try to compare 
express service to parcel post, theirs is not nearly as extensive. We 
reach into every crossroad of America. 

Mr. Gross. I understand that perfectly. 

The CuarrmMan. Are you through, Mr. Dowdy? 

Mr. Dowpy. No, Mr. Chairman. 

The CuHarrMan. Proceed. 

Mr. Downy. Touching on the subsidizing of newspapers, as | 
understand it, it is vour poliey to subsidize delivery of newspapers, 
is that right, under the rates you set out here? 

Postmaster General SuMMEeRFIELD. We have not made any re- 
quest to change the existing regulations regarding the fee in-county 
delivery of the newspapers. 

Mr. Downy. Let us get into that a little bit. 

If you eliminate from consideration the in-county newspapers, 
do the others pay their way? 

Postmaster General SumMeRFIELD. No. You are talking about 
an entirely different figure here. 

The annual deficit for free-in-county second class totals $13,600,000. 

Mr. Dowpy. It costs $13,600,000 to deliver newspapers that pay 
no postage at all? 

Postmaster General SUMMERFIELD. That is correct. 

Mr. Dowpy. What is the loss on other newspapers that are de- 
livered out of the county? 
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Postmaster General SuMMeRFIELD. I wish I could keep all these 
figures in my mind, but I find it a little difficult. 

Mr. Downy. I know you cannot. 

Mr. Coie. Will the gentleman yield for a question? 

Mr. Downy. Yes, sir. 

Mr. Coir. That free-in-county is for the dissemination of news. 
I think it should remain as is even though there should be a slight 
deficit. 

Mr. Downy. I understand. I am going to get to that point in a 
minute. 

The CHatrMan. So far as this proposed legislation is concerned, 
it does remain the same. Of course, if the gentleman from Texas 
wants to increase the free-in-county 

Mr. Downy. My point on that is: Should not that be a Govern- 
ment subsidy charged to the taxpayers rather than taxing the users 
of first-class mail 1 cent a letter? 

Postmaster General SUMMERFIELD. It is a subsidy already. But 
the Congress has never identified it as such. 

Mr. Downy. To my mind, it is identified as a subsidy. The point 
is whether it is a proper thing to do to have it chargeable to the tax- 
payers rather than charging it in the form of a tax to the users of the 
first-class mail 

Postmaster General SuMMeRFIELD. I do not know whether it is 
your wish, Congressman, that we ask that free delivery of mail within 
the county of newspapers be eliminated. 

Mr. Downy. No, sir. I made no statement one way or the other 
about it. I am asking you if it should be charged to taxpayers just 
like you are going to charge the airmail subsidy to somebody else and 
not wipe it out, handle it the same way. 

Postmaster General SUMMERFIELD. It is certainly within the power 
of the committee to amend the bill, if you wish to do it that way, sir. 
We have no objection. 

Mr. Downy. I was just wondering what you thought about it. 

Postmaster General SUMMERFIELD. I| have no objection. 

The CuarrmMan. Will the gentleman yield now so that we can get 
around once? 

Mr. Downy. You stated yesterday in your statement that the 
method of cost ascertainment is basically sound and that will apply 
to your figures. That could mean several things. 

Do you mean it would be sound if it is used right, or that it is 
basically sound and it shows the true figures? 

Postmaster General SUMMERFIELD. Congressman, it is sound, and I 
read to you a quote from the Interstate Commerce Commission just 
a few days ago. That is one of the reasons I wanted Mr. Stans to 
present this committee the complete cost ascertainment, so as to 
eliminate any gray areas we have in our minds with reference to cost 
ascertainment. 

Mr. Downy. The indication of the type of mail I get on the thing 
here is one from a lady down in Odem, Tex. She says: 

According to statements by two Senators 


And she says the latter of them is a man to inspire confidence, 
indicating that the first one was not, so I will not mention the names— 


The present administration has increased the number of postal employees 
between 23,000 and 27,000 


ate 
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She said the 23,000 is based on the man that inspired confidence. 
She says: 

We have not forgotten the promise made by our Postmaster General, then 
chairman of the Republican Party, that postal services would be expanded, 


And in parentheses she says: 
which to any thinking person does not make sense when paired with the oft- 
reiterated promise of lower Government spending. 

[ am not unwilling to pay my part of the freight, but I do rebel av a move like 
this which will hit all of our little folks when it appears to be a means of paying 
political patronage. 

That is one of the letters I got. It is the last one that came in; 
that is the reason why I had it in my pecket. 

Postmaster General SUMMERFIELD. Congressman, does your pur- 
pose of reading that letter indicate that the Post Office Department 
has not been fair and impartial and so on in matters as far as this 
patronage is concerned? 

Mr. Downy. I have no comment on it. That is just a letter I 
received in the morning mail. 

Postmaster General SuMMERFIELD. Thank you, sir. 

Mr. Downy. I want one more question, then I will yield. 

Mr. Botanp. Will you yield for just one question? 

Mr. Dowpy. Yes. 

Mr. Bouanp. Is it, or is it net a fact that you have 27,000 additional 
employees that have gone in there? 

Postmaster General SUMMERFIELD. I do not know where the figures 
came from, sir. I certainly cannot vouch for them. 

Mr. Bo.anp. You would know whether or not your Department 
has increased its employees by 27,000. 

Postmaster General SUMMERFIELD. I am sure the figure of 27,000 
is not correct, sir. 

Mr. Downy. She seemed to have confidence in the 23,000 figure. 

Postmaster General SUMMERFIELD. That is not correct, either, sir. 

Mr. Downy. I do not know. 1 was just reading it. 

There is another question I had. 

Recently, the majority of our committee was led to believe, and 
through it the Congress, in a bill to create an additional Assistant 
Postmaster General for personnel management; that the creation of 
such an office would go a long way to wipe out the deficit in the Post 
Office Department. 

Postmaster General SUMMERFIELD. Beg pardon? 

Mr. Dowpy. It is the committee’s firm conviction that there is a 
direct relationship between the size of this deficit and the need for a 
modern and enlightened policy of personnel management. 

Postmaster General SUMMERFIELD. You are putting that entirely 
differently. 

Mr. Dowpy. I know that they must have something to base it on, 
because Mr. Rees would not have believed it otherwise. 

Mr. Corserr. Would the gentleman yield for one question? 

Mr. Downy. Yes. 

Mr. Corzerr. Would you not believe that, looking over the past 
20 years, that there has been less political patronage in the Post Office 
than at any time? 

Mr. Dowpy. I could not say about that. I am not expressing any 
opinion. 
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Mr. Rees had something to base his statement on when he said: 


In the judgment of my committee, this, as pointed out previously, is one of the 
most important single steps which the Congress could take to reduce the postal 
deficit which reportedly exceeds $700 million this year. 


Postmaster General SuMMERFIELD. Do you not agree with that 


yourself, sir? How do you gei efficiency in management, sir, if you do 
not have managers? 

Mr. Downy. I did not follow that line of reasoning, but 

The CHarrMan. Is gentleman through? 

\lr. Downy. Yes, si 

The CHAIRMAN. Mr. ( ‘retella was not here yesterday and perhaps 
he has some questions today 

Vir. Crere ia. I have no questions. I have been reading the 
statement of the Postmaster General, and up to the point I have 
reached, I think it is an excellent statement of facts and not theories. 

Unfortunately, | was away vesterday because of other Government 
activity. I missed the “rhubarb” that I read about. I was hoping 
there would be a second round here today, so I should pass. 

The CuarrmMan. Mr. Broyhill, do you have any observations? 

Broyui.u. I read the statement. 

I want to congratulate the Postmaster General for a splendid 
report, and I am very optimistic that he is going to accomplish his 
objective. He has our wholehearted cooperation to help him do so. 

This whole report is directed at reducing the deficit; is it not? 

Postmaster General SUMMERFIELD. Yes. 

Mr. Broyuiti. There is a great deal of talk about the postal 
employees being underpaid, or their salaries should be readjusted. 
I read in the paper this morning where 7 percent of the employees had 
to draw 2 pay checks, or, rather, 2 members of the family had to work. 

In considering the steps and reducing the deficit, has any considera- 
tion been given to readjusting the salaries of the employees, and, if so, 
will that increase the deficit or impair the objective, so to speak? 

| wonder if the program considers readjustment of salaries. 

Postmaster General SUMMERFIELD. That is one of the reasons we 
ask for an Assistant Postmaster General in charge of personnel. 
We are going to make a very thorough study and analysis of the 
whole wage structure, rates of pay, and so forth. 

That is the way we operate; the way I do in my own business. 
I keep my eyes glued to the cost index of living and so forth in relation 
to my own employees, and those with whom I am associated. 

We will study that thing so we will know with some degree of 
accuracy just exactly if there are any inequities in the salary structure 
of the postal ests ablishment. We will recognize it ourse Ives. 

Mr. Broyuityi. And you are not ignoring the possibility of a wage 
increase in your drive to wipe out the deficit? 

Postmaster General SUMMERFIELD. I am not in a position to say 
that there will be an increase. 

The CHarrMan. If it is agreeable, we will now proceed to hear 
Mr. Stans. 

Mr. Coie. Mr. Chairman, | have been waiting a long time. 

The Cuarrman. | thought yesterday the gentleman said his question 
was answered and that he passed. That was the understanding I had. 

Mr. Cour. | have many questions. 1 am willing to yield to the 
Postmaster General; however, I do have one general question. 
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The Cnarrman. The Chair thought we could put this together. 

Go ahead with vour question. 

Mr. Coie. My general question, Postmaster General Summerfield, 
is this: Yesterday you said that there is a petition pending, or I think 
I understood you to say there is a petition pending before the Inter- 
state Commerce Commission by the railroads urging an increase in 
their rates for transporting mail. Is that right? 

Postmaster General SUMMERFIELD. That is right. 

Mr. Cote. And you just referred to 17 bills for salary increases for 
the postal emplovees. 

Postmaster Genera] SUMMERFIELD. That is right. 

Mr. Coxe. I think those increases are due. 

Now, if Congress sould grant the rate increases that you have 
requested in your bill, does it not go without saying that the Inter- 
state Commerce Commission will increase the rates pursuant to request 
of the railroads, and does it not go without saying that the Congress 
will then increase the salaries of the pe stal employes s? 

And that being the case, is not that just another step in inflation? 

Postmaster General SUMMERFIELD. Have you read our report, sir; 
to the Interstate Commerce Commission, in refutation of the petition 
of the railroads for this rate increase, 45 percent? 

Mr. Cote. I have not seen that. 

Postmaster General SUMMERFIELD. | would hazard the prediction 
that there will be » very thorough eirmg of the justification or lack 
of it, for that requested increase or portioa of it. That is a matter 
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I do not want to take up too much time of the committ ¢, DUT, as 


as vou know, we are making every effort to improve the transportation 


of mail by surface, by railroads. We have had manv discussions with 
officers of the railroads, made suggestions to them 9 they could 
help us and we, in turn, could help them by efficiencies and correc 


tions to reduce their costs and be helpful to them, hoping that we 
could eliminate to a considerable degree any justification for asking 
for rate increases. 

Mr. Coie. They have asked for a rate increase, accordmg to vour 
statement yesterday. 

Postmaster General SUMMERFIELD. And we denied it was necessary, 
sir. 

Mr. Coxe. You do not have that prerogative 

Postmaster General SUMMERFIELD. We denied a need of it. 

Mr. Coxe. If this rate increase is granted, if the Congress passes 
vour bill, do you not think that the Interstate Commerce Commis- 
sion would be inclined to go along with the railroads’ request? 

Postmaster General SuMMeRFIELD. I do not think it will influence 
the Interstate Commerce Commission at all. They will make their 
decision on the basis of the railroads’ function, what their costs are 
in relation to the amount of mail thev handle. 

Mr. Coxe. It will take away your denying the need for an increase. 

Postmaster General SUMMERFIELD. | think we do a pretty good job 
substantiating our position; I hope so. 

Mr. Gross. The last part of the postal increase was 36 percent, 
was it not? 

Postmaster General SUMMERFIELD. Yes, sir. 
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Mr. Gross. Now, the railroads come along almost immediately 
afterwards and ask for another increase in rates. So it seems to follow 
that every time there is an increase in parcel-post rates on the material 
hauled by railroads, they come right back and ask for a rate increase. 

Postmaster General SumMeRFIELD. | think the railroads had 
planned to make their petition to the Interstate Commerce Commis- 
sion for an increase before they knew about this bill. I think those 
things come along in spite of anything we do or do not do. 

Mr. Gross. | heard your statement you made with respect to 
private industry, and I hope that there is not to be competition 
between parcel-post rates and express rates on the basis of serving 
what amounts to a monopoly, the express company. I hope we are 
not going to engage in a race between parcel-post rates and express- 
company rates in order to serve this end of so-called private industry, 
which is a monopoly. 

Postmaster General SumMERFIELD. Of course, Mr. Gross, that is a 
matter that is entirely in the hands of Congress, sir. 

The CHatrMan. If it is agreeable, we will now recognize Mr. Stans. 

Mr. Wirnsrow. Mr. Chairman, I wonder, will Mr. Deceiaiitleda be 
here so we can ask him further questions? 

he CuarrMan. He certainly will. We will keep him here so you 
can ask him ques ions. 


Mr. Stans has been introduced and recognized. 


STATEMENT OF MAURICE H. STANS, EXECUTIVE PARTNER, 
ALEXANDER GRANT & CO. 


Mr. Stans. Members of the Post Office and Civil Service Com- 
mittee, I am _ as a certified public accountant. As the Postmaster 
General has said, I came into the Post Office Department in February 
to assist the Committee on Appropriations in studying the budget. 
Since then my firm has been retained by the Postmaster General to 
assist in modernizing the accounting and auditing functions in the 
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Post Office Department itself. 

Among the phases of the accounting system which my staff and I 
have been studying is the cost ascertainment system. Our work has 
not yet been fully completed. It has not yet pros gressed to the point 
in detail at which I am prepared to say finally whether or not some 
changes n mechanics of methods of cost ascertainment may be 
desirable. But it has progressed to the point in general at which I 
am prepared to give you my positive conclusions about it. 

| propose before you to summarize my independent appraisal of 
cost ascertainment, making some suggestions to this committee as a 
certified public accountant as to how it may be useful in ratemaking 
generally and in evaluating the postal rate bill that is now before you. 

Cost ascertainment has been in operation in the postal ests ablish- 
ment for about 30 years. It has ee studied many times by experts, 
some of whom have issued long reports about it. It has been refined 
from time to time, sometimes on the basis of suggestions from these 
experts, sometimes internally, to meet changing conditions. 

The Post Office Department relies on it as a valuable management 
device, yet it has been attacked on many occasions in rate hearings and 
other forums, as being inadequate, inaccurate, or worse than that. 
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The Postmaster General asked me some very specific questions: 
Why all this conflict? What is wrong with cost ascertainment? Why 
does every rate case turn into a battle of cost ascertainment, with 
innumerable charges of deficiencies and inadequacies by its crities 
met by strong insistence on its validity by the Department? Is cost 
accounting in such a primitive state of development that honest, 
informed opinions should difter so widely about its results? Can this 
conflict be resolved in such a way that rate fixing can be accomplished 
on logical and reasonable grounds, in terms of the public inte rest, 
without all this technical fog? 

My mission here is to answer these questions as objectively as I can, 
and from an accountant’s point of view. 

My first answer is that cost ascertainment is the most unnecessarily 
misunderstood and maligned accounting child I have ever seen. It is 
being condemned by its critics, apparently, for not doing something 
that cost accounting cannot do alone—providing an automatic and 
infallible formula for fixing postage rates. This kind of misunder- 
standing is not peculiar to the Post Office Department problem; it is 
no difrerent from that which can arise in business when the proper 
uses and the limitations of cost accounting are not recognized. No 
business can price its products solely by reference to cost. Neither 
can the Post Office Department. 

My next answer is very direct. I think the cost ascertainment 
system is basically sound. I think it is expensive, more thorough 
than necessary, and that it probably can be streamlined. But | 
believe that any such changes in detail or in mechanics will not afiect 
the results noticeably. I think it fairly reflects the costs chargeable 
to the classes of mail and service. I believe the committee will agree 
with me when I finish telling them about it. 

If some of the mystery surrounding cost ascertainment can be 
removed, and its real values and limitations known, it becomes a very 
useful tool to this committee—and the attacks upon it will be unneces- 
sary. In the hope of impressing my analysis upon this committee, | 
would like to cover five questions in detail: 

(1) What is cost ascertainment in principle and what are its 
limitations? 

(2) What are the mechanics of cost analysis used in cost ascertain- 
ment? Are they adequate? 

(3) What are the answers to the principal criticisms of cost 
ascertainment? 

(4) How may cost ascertainment be used more effectively in rate 
making? 

(5) How do cost ascertainment figures apply to consideration of 
the present rate bill? 


WHAT IS COST ASCERTAINMENT IN PRINCIPLE? 


Well, the cost-ascertainment system of the Post Office Department 
is designed to accomplish two things: 

(1) It allocates the aggregate of expenses in operating the postal 
establishment over the various classes of service rendered. 

(2) It does the same thing with the revenues. It classifies the 
revenues of the postal system according to the same categories of 
service rendered. 








54 POSTAL-RATE REVISION 


This is important: The cost ascertainment system starts with 
urred expenses, actual dollars of outlay, and allocates 
those over the classes of service rendered. The starting point is 
factual; it is based on the accounting records. 
The apportionment of those costs is necessarily founded on ratios 
stablished by statistical sampling and research at regular intervals, 
ving effect to such factors of cost as are variable with the number 
of pieces, the weight, the distance, and other measures involved. 
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Cost allocations produced in this way are of necessity found on 


t tical information and depend on the exercise of judgment, as do 
ail co accountin procedures Those used in cost ascertainment 
pear to be reasonable, and it does not appear to me that the methods 
tally hay been seriousi challenced a least not with any 
( ant amount of specification. 

Chen the cost-ascertainment system undertakes as the next step to 
letel e the revenue from each class of service (vain it starts with 
the total actual postal receipts Chey are known. But since there is 
owa knowing how the purchaser of a stamp will use it, the finan- 

accounts do not contain figures as to the revenue from each class 
ot ma Mherefore, it 1s necessarv to subdivide the revenues, and 
that is done by making lare@e-scale test counts of actua! mail handled, 
and projecting tbe resuits Phat is a statistical process a id naturally 
s subject to some margem of error, depending on the validity of the 
Dasic aata and the representativeness ol the sample But i think 
the p! ire is adequate 
{ } f that. ¢ ane hs on neatiann ox 

1 oO vi iw ao il ad that anvone nas CTIOUSILYN cue stioned 

i¢ mination of reve { asses 

( t ascertainment, ladlt wnd entlemen, is no more and no less 
than an eHort to measure v the se of accounting and statistics, 
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Ri at this point let me say that the procedure does not take into 
account tancible factors, such as the priorits that mav be viven to 
one class of mail over a Lner, the relative vaiues ol the services to 
the pt plc. or he relative rl sic Vaiues of the items handled. 
Those factors do exist. ‘They are pertinent for ratemaking purposes. 
However, they are not susceptible to accounting or statistical measure- 


ment, and t 

There is one expense that is excluded from cost ascertainment. 
That is depreciation on the postal plant. Tied as they are to bud- 
gvetary accounting, the records of the Post Office Department are 
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1ey are not properly a part of a cost-accounting system. 
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essentially on a cash basis. They do not reflect any charge for de- 
preciation or obsolescence on the postal buildings, which in a@ Dusiness 
venture would be included as costs. To this extent, to an accountant, 
the costs are understated. 
WHAT MECHANICS OF ANALYSIS ARE USED 

Now |e me tell you about the actual mechanics of how it works. 

As I have said, the total actual revenues and the total actual 
expenditures are recorded facts, available in the general financial 
system of the Department. Revenues and expenditures which can 
: . 
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ye identified directly and immediately with classes of mail or service 
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are so treated. The revenues originating from general receipts and 
the expenditures for mixed and joint services are allocated on the 
basis of statistical data arrived from special studies and periodic 
tests. 

These statistical data are developed from a sample pattern of post 
offices carefully controlled to give a representative picture of the 
postal business and operations. The offices designated to compile 
cost ascertainment data last year produced approximately half of 
the total revenues, incurred a little more than half of the clerical 
expenditures and 43 percent of the city delivery expenditures 

The information secured represents a complete record of the rev- 
enue, pleces and weight, by classes, of all mail matter originating 
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during the selected periods at the designated offices. 


Now, these analysis periods cover 1 full week in each calendar 
quarter, 4 full weeks a year, selected to provide as nearly as possible 
a cycle of a full month. As a result of this, 4 percent or 1 out of 
every 25 pieces of mail handled by the entire postal department, 
goes into the count each year. 

The offices are 548 in number, beginning with the 23 largest offices 
and going downward through 275 first- and second-class offices, and 
including 134 third-class and 116 fourth-class offices. 

To supplement that information, tests are conducted at other 
specified offices, and cost information is also compiled during the 4 
weeks within the postal transportation service, the railway post 
offices, highway post offices, and motor vehicle service. 

Revenues: Now let me go just a little bit more into detail about 
the revenues in this way: 

The audited revenues of the postal service, in other words, are a 
large common pool of revenue derived principally from postage which 
generally may be used by the purchaser on any class of mail. Directly 
assignable revenues, such as second-class postage and money-order 
fees, are credited directly to those services. Revenues from registry, 
insurance, and C. O. D. are credited on the basis of the actual records 
of transactions in those services. 

Some revenues, less than 1 percent of the total, are unassignable 
such as from map sales, sales of paper and twine, waste paper and 
obsolete equipment, extra charges for stamp books and stamped en- 
velopes. The remainder, which is the great bulk of the revenue, is 
apportioned to services on the basis of post-office counts that | men- 
tioned. 

The number of pieces, weight, money value of the postage on reve- 
nue-producing matter has been recorded in these counts. The ratio 
of each class of revenue to the total during these recording periods is 
figured, and the general revenues for the entire establishment for the 
year are apportioned to the classes and the services by applying these 
ratios to the total amount actually taken in. 

Expenditures: The expenditures of the Post Office Department 
start in appropriation and allotment account classifications tying 
into the budget. These are subdivided under cost ascertainment 
into each class of mail and service, according to the use made of 
facilities provided from each account. 

For example, payrolls for handling mail and special services in 
first- and second-class offices are first classified directly, where they 
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[ D unt | how thi has be a little bit technical, but | think it iS 
possible to make cost accounting easy to understand, and I would 
like to give you a clear picture of the cost ascertainment process at 
work. ‘To do this, I picked at random the first-class post office a 


Kenosha, Wis., and I will tell you some of the ways expenses are 
think when you 
see that, it will dispel any impression that guess work is involved 


actually divided during cost ascertainment week. | 


The Kenosha Post Office employs one full-time special-delivery 


messenger. His salary is charged to the special-delivery service. 
Six clerks and carriers devote their time exclusively to parcel post. 
Their salaries and the cost of operating their vehicles are charged to 


Another clerk spends 40 hours a week at a Mite issuing money 
orders, postal savings certificates, and Tr ry bonds. Exact time 
records are Kept by minutes tha it he spe ea on each class of service, 
and his salary is prorated acco ingly. 

Mr. Cote. Mr. Chairman, may I interpose a question right there? 

The Crarrman. Mr. Cole 

Mr. Cour. I note they left out stamped envelopes. Now, do you 
break that down? 

Mr. Stans. I will develop that in the next few pages here. 

Mr. Coxe. Is that included in the money orders? 

Mr. Srans. That is clined | n the stamp window. 

Mr. Cote. Can you tell me about how much time it takes for the 
clerk or poastmaster who fills out an order for envelopes, stamped 
envelopes, with a return address up in the corner, how much time it 
takes? 

Mr. Srans. I can’t tell you in minutes, but that whole system is 
very complicated and should be streamlined; that whole procedure in 
selling stamped envelopes. 

Mr. Coir. The reason I ask is that our committee has under con- 
sideration H. R. 573, a bill introduced by our chairman, that would 
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prohibit the Department from printing envelopes, that is, printing a 
return card on a stamped envelope. In due time after this bill was 


introduced, a report was asked of the Post Office Department regard- 
ing it. Let me read a little from that report: 
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Here is the point I would like to cover, if you can tell me: These 
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envelopes are on a special iorm printed by the Department They 
are made out in 3 copies, written in 3 copies. They are very technical 
in the making out of the order Chen the first copy goes to the patron, 


2 copies go to the special clerk here in Washington, 1 is retained 
the post office. 

Now, upon investigation, I find that the Department employs 18 
clerks here in the Distiet of Columbia to do nothi r but process those 
applications for orders for a return card envelope. Their aggregate 
salary is $65,255 pe rT annum. The De ‘partment also employs eight 
clerks at Dayton to do nothing but process orders for envelopes printed 
not by our Government but procured by our Government. The 
aggregate salaries of those eight clerks amount to $36,316. That 

nakes a total salary of $101,615. 

Now, these envelopes are returned postage-free as parcel post 
The average weight of a ceeeeee envelopes is 10 pounds. The 
parcel- post I rate on that varies from 27 cents in the first zone to $1.53 
in the eighth zone. 

So let us take the average, the fourth zone, which I think would be 
a very fair average to divide up the cost ascertainment. That would 
cost the Department $333,855.74 to return those envelopes, the 
envelopes ordered by the patrons of the po St office. 

But that is not all. When the order is placed, the post office mails 
in two copies to the office here in Washington. ‘That is equivalent to 
a 3-cent stamp. Then the order is processed here in Washington and 
the original is mailed to Dayton, Ohio. Then if the order comes in by 
mail, the postmaster acknowledges that order by mail at the cost of 
the Post Office Department. 

There are about 4 stages already, at 3 cents a copy. 

The balance due, if the amount is not paid for in full at the time of 
order, is transmitted to the Post Office Department here in Washing- 
ton. That is another 3 cents. Then when the order is received, 
receipt is acknowledged by the postmaster who first placed the order. 
That is another 3 cents. 

Now, the Department says that this pays its way. I understand 
the envelopes are bought for 20 cents, that is, the printing on the 
envelopes is bought for 20 cents a thousand. ‘The customer is charged 
44 cents a thousand. Therefore the Post Office Department makes 
only 24 cents a thousand on the printing of almost as many lines as 
you want on those envelopes. 
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To sum it up, it costs the Post Office Department $435,470.74, not 
counting the time that it takes for the clerks in the office that originates 
the order. 

Would you not think it would take about 30 minutes to go through 
all the processes of placing the order, receiving it and returning the 
order? Would that be a fair estimate? 

Mr. Srans. I would not be surprised, although I have no figures 
before me. 

Mr. Coir. At the average salary of a clerk, do you not think that 
$2 an hour would be very conservative? 

Mr. Srans. Yes. 

Mr. Coriz. There were 538,477 orders filled last year. To figure 
at 30 cents for the time consumed by the clerk, that would be another 
$538,477 to be added to the $435,470.74. Now, that is the figure that 
the Government charges, 24 cents a thousand, for printing these re- 
turn address envelopes. They would derive only $243,812.16. 

Does your Cost Ascertainment Department go into that in arriving 
at how to overcome this deficit? 

Mr. Stans. Yes, they do. 

| can give you a general answer. If you want specific figures, I 
can get them 

The CHarrMan. Would the gentleman mind if we let the witness 
proceed? 

Mr. Coxz. I want to ask the witness this question. 

The CuarrMan. Just in deference to the committee. 

Mr. Core. In view of the evidence that we have compiled, can you 
account for the opposition to this legislation? 

Mr. Stans. No, sir. 

That is not an accounting matter, sir. 

Mr. CoLe. What matter is not? 

The CuarrMan. With reference to the Postmaster General, that is 
a matter for the Postmaster General, i my opinion. 

Mr. Couz. From what the record is at this point 

The CHarrMAN. You have made a very good record. 

Postmaster General SumMERFIELD. I would like to speak on this 
bill, sir 

Mr. Cour. This is on this bill, sir. 

Still the Post Office Department is opposing the legislation that 
would remove that deficit. 

The CHarRMAN. Perhaps we might finish with this witness on 
the cost-ascertainment figures. The gentleman made a very fine 
statement. 

Mr. Cote. I do not have my answer from the Postmaster General, 
Mr. Chairman. 

The Post Office Department’s opposition to it is the only serious 
opposition to ib. 

Mr. Murray. Mr. Chairman, let us get back on the postal-rate bill. 

Mr. Coie. We are on the postal-rate bill. We are talking about 
the deficit, how to overcome it 

Mr. Stans. May I get back to the Kenosha Post Office? 

The CHairMan. Proceed, sir. 

Mr. Stans. There are 36 clerical employees. Each one that is not 
on stamp-window duty keeps a record of his exact time by minutes 
on each class of mail and on each batch of mixed mail. 

For example, 1 clerk may work on first-class mail for 25 hours during 
he week, third-class mail for 10 hours, mixed mail for 5 hours, or any 
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other combination. The salary, under those figures, will be pro 
rated, with 62.5 percent on first-class, 25 percent on third-class, 
mixed mail, 12.5 percent. The time on mixed mail is then subdivided. 
Time studies are made three times a day during the week to get an 
average of the proportionate time spent on each class, and this part 
of the salary is charged accordingly. 

One window clerk sells stamps hour after hour. No one knows at 
the time of sale what class of mail the stamp is going to be used on. 
Therefore, time records would not mean anything for this purpose. 
His salary is charged to a stamp account. This is then distributed 
with other similar salaries to classes of mail by a ratio which gives 
equal weight to the number of pieces and the postage revenues of 
each class of stamped mail originating in Kenosha. 

The number of pieces is taken into account since each letter or 
parcel bears at least one stamp. The total postage on mail matter 
originating at Kenosha during the week is used as an indicator of 
heavier units which need combinations of stamp denominations. 

Other employees in the office devote a part of their time to accepting 
permit deposits, checking permit statements and mailings, and com- 
puting and collecting postage on second-class mail sent at pound 
rates. Their time is charged accordingly. 

Time spent by other clerks in the performance of services such as 
registry, insurance, and c. o. d. is shown in their time reports by 
minutes. 

This post office has 31 residential delivery carriers. A carrier 
spends the first hour or so of every day in the post office routing his 
mail. The remainder of his time is spent on the street making 
deliveries. 

Here is how his time is charged: 

The cost of his office time is distributed to the classes of mail 
according to the minutes required to sort each class. Then before 
the cost of street time is charged to the classes of mail, it is further 
divided into walking time and stopping time. Walking time is 
divided by giving equal weight to the number of stops required for 
each class of mail and the number of pieces of each class. The num- 
ber of pieces is taken into account because it does much to determine 
the size of the route, the number of times a carrier must return to 
his relay box, and the effort expended by him. 

The number of deliveries is considered in the allocation of cost 
since each delivery necessitates walking time to traverse the patron’s 
premises and return to the sidewalk. 

Then they get down to the final factor in prorating his salary: 
Stopping time. It begins at the door of the residence and stops after 
the mail is handed to the householder or placed in the mailbox 
This is normally a small portion of the time, contrasted to the greater 
length of time required to walk the route. 

Stopping time is separately figured to give effect to variations caused 
by large pieces that cannot be placed in a mailbox, requiring additional 
motion and time, and those which require time for personal delivery, 
signatures, or the collection of funds. This time is counted in seconds 
on the basis of time studies and is charged to the class of mail which 
causes the delay in the stop. 

The post office building at Kenosha is owned by the Government 
and no part of its cost or the annual depreciation of the structure is 
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charged to the mails. However, custodial services, heat, supplies, 
elephone, and other utilities are prorated to the classes of mail and 
service. This proration is made on the basis of square feet of floor 
space 


The local postmaster reports the number of square feet devoted 
to the pe! formance of each special service and the square feet occupied 
by each mail-handling unit. Whenever possible, a share of the expense 
is charged directly. The cost of some space assigned to mixed letter 
mails is shared by first-, second-, and third-class mail according to 
the number of pieces of each reported by distribution clerks who 
handled the mixed batches 

Certain other space—separate from the letter mail space—is 
assigned to mixed paper and parcel mails because of their bulk. 
This space is charged to the classes on the basis of cubic volume of the 
mails passing through the space during the week. 

Now, I could go on in interminable detail about these cost methods. 
The illustrations do not give every expense of the office, of course, 
but they do show the meticulous effort made to keep account of the 
costs. 

Kvery hour of time, every dollar of expense, is accounted for with 
the same precision. When the results are added up, they produce 
the cost of each class of mail and service for the Kenosha Post Office. 

The same thing is being dene at the same time in over 500 other 
post offices handling half of all the mail that week, and in terminals, 
mail cars, and other units of the Postal Transportation Service. 


CRITICISMS OF COST ASCERTAINMENT 


It is hard to see that anything more would be necessary to support 


the allocation of Post Office De partment costs 

Now I would like to talk about the criticisms of cost ascertainment 
in the past. 

In the 1951 rate hearings a number of criticisms of cost ascertain- 
ment were made and were repeated by many witnesses. In fact, 
there are about 70 critical references to cost ascertainment in the 
record before this committee. In summary, they all boil down to 
these five points: 

1) That the cost ascertainment system is archaic and is inferior 
to cost-accounting methods used in industry. 

(2) That the cost-ascertainment figures do not adjust expenses 
properly to reflect differences in values of the services, differences in 
intrinsic values of mail, and priorities in handling. 

3) That the classes of mail should not be charged with the costs 
of operating uneconomic units such as the small peat offices and the 
rural routes; that these are solely a service by the Government. 

1) Alternatively, that the fixed costs of the postal establishment, 
including those of the small post offices and the rural routes, should 
be charged solely to first-class mail, and that other classes of service 
should bear only the incremental costs. 

(5) That no credit is allowed in the costs for services performed by 
mailers, in canceling, sorting, and similar handlings of their mail. 

I think it is highly important that these charges be cataloged in 
that way before I attempt to answer them. Only the last charge 
deals specifically with the methods and mechanics of cost ascer- 
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tainment—and it happens to be wrong. All of the others are either 
generalities or aa relate to matters that are not cost accounting 
They cone ern the w ay in whic h the cosi-accounting results should be 
applied, not the methods of cost accounting, They concern rate- 
making policy clearly within the discretion. of Congress and not 
within the scope of accounting tee hniques. 

Now I would like to talk about these alleged deficiences one by one 

The first is that the cost-ascert ainment system is archaic and inferior 
to cost-accounting methods used 1 n industry. In my opinion, cost 
ascertainment, in scope and technique, compares favorably with cost 
accounting methods used generally in industry, allowing for the 
changes to adapt it specifically to the postal problem. 

If it is entitled to any criticism, in comparison, it is that the cost 
one inment sampling is too extensive, too expensive. Statistical 
sampling today is at the point where it is not necess sary to count | 
out of every 25 pieces of mail in order to allocate costs. “It is clun sy, 
and the scala are much too slow in coming out. But I believe that 
the results fairly state the costs. 

[t is subject to the same limitations that cost accounting always is. 
The results ¢: annot be used blindly merely because of the : appearance 
of certitude that is conveyed by the mathematical form of the presen- 


tation. The costs should be the starting point in price fixing and, as 
in business, factors of judgment may, and fre quently should, be taken 
into account in setting rates to be charged. These judgment ad 


4 


justments should be made in reliance on the cost computations 
and as delibe ‘rate modifications for the purpose and not in disrespect 
of the costs. 

The second so-c alled deficienc y is that cost as ertamment does not 
contain corrective steps to adjust for differences in intrinsic value 
of the classes of mail or difference in values of the servic 
l submit, ladies and gentlemen, that no cost accounting 


ek : ae 
be devised to measure such considerations, and it is not reasonable to 


( rendered 
e ; 
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criticize cost ascertainment for not civing effect to such measurements 
That. is an evaluation to be made by Congress as the rate-fixing 
authority and not by the cost accountant. 

The third point is that th xpenses of uneconomic small units 
like fourth-class post offices, eek be excluded from mail-handling 
costs, on the ground that these units are not run as a business but as a 
service to limited numbers of the public. This is undoubtedly de 
batable on the policy le vel, since the entire Postal Establishn ent is mn 
one sense, by its availability alone, a service to e ery mail user. But 
from the accounting standpoint, the proposition requires definitions 


that cannot be supplie vl, 


What is an “uneconomic” post office? Revenues of a small post 
office consist almost solely of stamp sale The amount of postal 
receipts cannot be the test because the delivery of mau orig nating 
elsewheresis as much a function of the small post office or the rural 
route as the sale of stamps and money orders. If revenues are the 


test, then is a distribution terminal which eenerates no revenue an 
uneconomic unit? 

I think it, is entirely possible that some present units can be elimi- 
nated or changed, with savings mm expenses, without decreases in 
service; but until that is done the accountant must assume that each 


unit in existence is part of an integrated universal] postal service 
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designed to serve all the public. If Congress wants to pubsiciine it 
in whole or in part, that is legislative policy ‘and not cost acc ounting 

The same basic argument is advanced in the fourth con seetion 
against cost ascertainment: That first-class mail should bear the fixed 
expenses of the postal establishment, and the other classes should 
pay only the added costs that they create. To the accountant this 
raises the distinction between joint products and byproducts. 

Are the classes of mail joint products produced concurrently with 
the same primary service object ee, or are they byproducts produc ed 
as a mere incident to a primary objective? 

In the postal service | would say that it is clear that box rents and 
map sales are byproducts of carrying the mail. But it does not seem 
equally evident to me that the other classes of mail are a byproduct 
of the first-class letter. Until congressional policy says otherwise, 
the cost-ascertainment system, in my opinion, properly treats the 
several classes of mail as joint and parallel operations, eachchargeable 
with an allocated part of the fixed costs. 

[he fifth basis of attack on cost ascertainment is that no credit is 
allowed in the costs for services performed by large mailers of second- 
and third-class matter. The charge is not right. The costs in cost 
ascertainment are computed on the basis of the work actually done by 
the post offices and postal employees, as I described. If a mailer 
does certain work, that does not show up in post-office costs because 
the costs include only the dollars spent by the post offices. 

And that can be proved by the substantial difference in the rela- 
tionship of post-office salaries to carrier salaries between first-class 
mail and third-class mail. 

By way of summary on these criticisms, I would like to say this: 
I think to this committee the absence of specific criticisms of cost- 
ascertainment methods should be important. The real attack is on 
an entirely different question than that of method of accounting. 
The critics do not challenge the correctness of the cost-accounting 
procedures; they challenge the application of the cost-accounting 
results directly to ratemaking purposes. That makes the attacks 
unnecessary, because I agree on the basic point, which is that cost 
figures are properly subject to modification in rate fixing, for intan- 
gibles. 

If all parties can accept this, it will no longer be necessary to argue 
about cost ascertainment in these rate cases. 

In any event, let me say this final thing as to the mechanics of cost 
ascertainment: The cost-ascertainment system has been reviewed 
many times by experts. Most of them have found nothing basically 
wrong with it; neither do I, except that it may be more thorough than 
necessary. 


USING COST ASCERTAINMENT IN POSTAL RATEMAKING 


Now, very briefly, I would like to make some suggestiong as to the 
use of cost ascertainment in postal ratemaking, and Tam ma king them 
humbly, as an accountant. 

The fact that cost ascertainment is limited to allocations of expenses 
and revenues and does not deal with certain intangibles does not dis- 
credit it as an important element in fixing postal rates. It should be 
the starting point, not the end of the process. 
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As a working philosophy for cost ascertainment, I would like to 
offer four suggestions, which I believe provide a full basis for reconciling 
all of the differing viewpoints: 

First, cost ascertainment is a reasonable and technically sound and 
accurate method. It presents fairly the difference between the reve- 
nues and the apportioned costs of the classes of service. 

Further precision could be supplied, but it is doubtful if the results 
would be changed more than minutely. I think there should be a little 
less work on it, because several million dollars a year is now spent by 
the Department for cost-ascertainment work. 

Mr. Corserr. Might I interrupt you there? 

Mr. Stans. Yes, sir. 

Mr. Corserr. Can you tell us how much does the cost-ascertain- 
ment cost? 

Mr. Srans. Specifically about a million and a half dollars, not 
counting certain intangibles, such as slowing up and so forth. 

Mr. Corserr. Thank you. 

Mr. ALEXANDER. Mr. Chairman. 

The CHarrMan. Mr. Alexander. 

Mr. ALexanper. Is that done yearly? 

Mr. Stans. It is done every year, 1 week of every quarter. 

Secondly, cost ascertainment does not take ito account some 
factors which are necessarily pertinent for ratemaking purposes, 
such as priority of service, value of the service, or value of the items 
handled. 

There is no statistical way by which these intangibles can be 
measured. The problem is similar to that of a meatpacker trying to 
apportion the cost of an animal to the various cuts of meat, some of 
which obviously are worth more than others. 

The third suggestion in this philosophy: These modifying factors 
may prope rly be taken into account in establishing policy in rate- 
making. The extent to which they should be taken into account, if 
at all, is a matter of judgment, to be determined by the body having 
rate-fixing authority. 

But I submit this: If it is determined that the lesser service value 
or the deferment in handling, or any other intangible factor, eatitle one 
class of mail to lower rates determined by discounting the allocated 
costs, then the amount of that discount must be borne by the service 
which is more valuable and receives preferred attention—if a break- 
even operatioa is to be achieved. 

And the fourth point: Beyond that point, Congress may wish to 
subsidize any one of the postal services in whole or in part, as a con- 
tribution to public welfare. Such subsidies now exist, for example, 
in the case of mail for the blind, local newspapers delivered within 
the county, and mail originating with certain classes of organizations. 

Therefore, I sum up that part of the philosophy of cost ascertain- 
ment in this way: 

The application of cost ascertainment, or any system of cost account- 
ing that you would want to substitute for it, to postal ratemaking 
cannot be automatic or mechanical. It requires determination of 
these modifying considerations: First, the extent to which value and 
service differentials should be recognized, and, second, the extent, if 
any, that Congress wishes to subsidize any of the mails or services. 
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THE PRESENT RATE BILL 


If I might have just a couple of more minutes, I would like to discuss 
the present rate bill and make some suggestions for dealing with it in 
the light of what I have already said. 

If the cost ascertainment figures are accepted as having validity, as 
I think they should be, it is possible to deal with the rate problem 
frontally, directly. It is my suggestion that this requires only three 
basic determinations by this committee at this time: 

(1) What percentage of discount from cost should be allowed to 
second-class mail for the factors of lesser value and service? 

2) What percentage of discount from cost should be allowed to 
third-class mail for the factors of lesser value and service? 

3) What portion of the dollars of discounts granted to other classes 
of mail for lesser value or service should be recovered on first-class 
mail for the greater value it represents and the preferment in service 
it receives? 

The Postmaster General made a simple analogy yesterday, and | 
would like to repeat it here. 

When a packing plant buys a steer it knows the cost on the hoof 
and the cost of processing. It cannot recover this total cost by 
charging the same price for each pound of meat, since they are clearly 
of different taste and value. The markdown on the brisket must be 
recovered in the price of the steaks. 

The meatpacker can depend on the supply and demand of the 
market place to establish the relative values of the various cuts of 
meat. The post office cannot follow this procedure. So long as 
Congress has a ratemaking power it must make this determination 
for the various classes of mail. 

Mr. Gross. I have just one question, Mr. Chairman. 

The CuarrmMan. Mr. Gross. 

Mr. Gross. You do not really believe the law of supply and de- 
mand necessarily fixes the price of the commodities in the market 
place, do you, Mr. Stans? 

Mr. Srans. I believe the law of supply and demand fixes the dif- 
ference between a steak and a shank or a roast and a neck bone. 

Mr. Gross. I am sorry to disagree with you. 

Mr. Srans. The problem, as I see it, is this simple: Should third- 
class mail receive a discount from cost of 20 percent, 30 percent, 40 
percent or some other percentage? Should second class receive a dis- 
count from cost of 20 percent, 50 percent, 80 percent or more? How 
much of these discounts should be recovered elsewhere, from first 
class and fourth class, or somewhere else? That is the function of 
this committee, not of an accountant or of the cost ascertainment 
system. 

But in order to assist the committee in reaching answers to those 
questions, I offer some simple statistics. 

In 1952, second-class mail received a discount of 80 percent from 
cost, even after considering the full effect of the first two 10 percent 
increases in rates enacted in 1951. 

In 1952, third-class mail received a discount of 42 percent from 
costs, even after considering the new rates in that year. 

If the proposed increases are enacted, the statistics would be as 
follows: Second-class mail would receive a discount of 73 percent from 
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cost; third-class mail would receive a discount of 28 percent from cost; 
and, incidentally, the differential between third-class rates and first- 
class rates on the average would be about 42 percent, that higher dis- 
count being partially in recognition of the additional work done by the 
mailer on third-class mail. 

I submit, ladies and gentlemen, that the cost ascertainment system 
is adequate, and the simple question is whether these discounts are 
reasonable. I don’t propose to answer that. It is not a cost account- 
ing matter. That is for this honorable committee. 

Mr. ALEXANDER. Mr. Chairman, could I ask one question? 

The CHarrMan. Mr. Alexander. 

aoe ALEXANDER. I was just interested, Mr. Stans, to ask whether 

‘not you made a study of the pattern year after year in the cost as- 
ce on 1inment, as to whether or not we could eliminate these cost ascer- 
tainments maybe to once every 4 years? Is the Te a pattern to each 
particular class that kind of falls in year after year? 

Mr. Srans. There is a very definite pattern, and any inconsistency 
that ever showed up would be completely analyzed over again to see 
what had gone wrong. 

The fact of the matter is that perhaps ultimately, when we get the 
accounting records of the Post Office Department in really modern 
condition, we can integrate this cost ascertainment system with 
studies of efficiency and workload in the various post offices and so 
forth. 

Mr. ALexanper. Can you see any objection once this pattern is 
set, to having this made once every 4 years instead of every year? 

Mr. Srans. I think it would be adequate to do considerably less 
either in scope or in frequency; ves, sir. 

Mr. Bouanp. Mr. Chairman. 

The CHarrMan. Mr. Boland. 

Mr. Botanp. It is made more than once a year; it is made four 
times a year; is it not? 

Mr. Srans. It is made four times a vear. 

Mr. Coie. Mr. Chairman. 

The CuHarrMan. Mr. Cole. 

Mr. Cote. We are running out of our time, Mr. Chairman. 

Mr. Corserr. Mr. Chairman, is the meeting open for questions? 

The CHairMAN. Yes: except that Mr. Cole has suggested that he 
wanted to raise a point of order. 

Mr. Coxe. If the gentleman is coming back tomorrow I see no 
point in running over-time now. 

The CuarrMan. I just thought if someone wanted to ask a ques- 
tion 

Mr. Downy. Mr. Chairman. 

The CHarrmMan. Mr. Dowdy. 

Mr. Downy. Mr. Chairman, I would like to tell Mr. Stans I 
appreciate his pointing out to us the methods by which this cost ascer- 
tainment is arrived at. I believe it certainly should be at least a 
creditable thing for us to base our opinions upon. 

Actually, what it comes down to, does it not, is as to who is going 
to pay the subsidy for these mails? That is the question. 

Mr. Boiron. Mr. Chairman. 

The CHarrmMan. Mr. Bolton. 
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Mr. Boron. I would just like the opportunity to congratulate 
Mr. Stans | have listened to several cost accountants try to explain 
cost accounting to me under different situations, and I appreciate 
‘rr. Stans statement very much 

Postmaster General SUMMERFIELD. Mr. Chairman, there have been 
any analyses made of the cost ascertainment system, and I would 
lice permission of the chairman to insert several of them into the 


record, if I may, and copies will be made available to all members of 
the committee. 
The CHarrMANn. Without objection, it is so ordered. 


The material re ferred to is as follows: 


TECHNICAL REvIEWs oF Cost ASCERTAINMENT 


Mar appraisals ¢ f the cost ascertainment svstem of the Post Office Depart- 

















nent have been made in the past by independent authorities Here are some of 
1. Pi ee! or problems connected with the ascertainment of costs 
and revenue ( service was done under the direction of Sir Arthur 
Lowes Dickins« Francis F. White, eminent accountants as early as 
1907, and additional valuable suggestio were received from the Hughes Com- 
‘ nd-class matter about 1911, which had expert technical advice 
1 liable 
2. In connection with the original cost ascertainment study, as such, made in 
1923 and 1924, much expert technical advice was rendered by the firm of W. B. 
Dickens & ( Acc’ ints and engineers, New York City. On the completion 
orig il study the we nown accounting firm of Ernst & Ernst was 
retained by the Postmaster General to make a careful examination of the methods 
ed and re s obtained in this original cost study Both of these firms 
itted repo of their investigations and approved the system in the methods 
> When the cost ascertainment systen was being developed the cost committee 
of the Post Office Department received advice from Dr. M. O. Lorenz, chief 
’ ticlan of ft ! erstate Co Con ion 
Ho Frederic A lilto third As ant Postmaster General, who was a 
professional accountant of wide reputa went deeply into the cost ascertain- 
ent svste which was under his jurisdiction during his incumbency as Third 
\ 1 Postmaster Genera Durit that iod he publicly approved the 
! merous occasions. He made a concise analysis and evaluation of 
the cost a rtainment system in an article published in the bulletin of the 
National Association of Cos Accountants, April 15, 1932. 
5. During the period on which parcel post rates were under consideration by 
{ Interstate Commerce Commis m, about 1930, a wide varie by of conflicting 
0} we he effectiveness and accuracy of the cost ascertain- 
m Ay ascertainment made at that time by one of the 


rstate Commerce Commission at the request of 








Co S an contained the following statement: 

of these methods and the data presented in con- 
nect ‘ leads to the conclusion that while not free from imperfections, 
t indoubt represent an elaborate, unbiased, and painstaking attempt to 


ascertain the facts with respect to revenues and costs, and that the results thereof 
are entitled to careful consideration by the Commission as the best evidence 
available to it as to the probable costs 

6. For a period of approximately 15 months in 1943 and 1944 a thorough review 
of the cost ascertainment system was made under the direction of Mr. Charles A. 
Heiss, formerly co iptre ller of the Ame rican Tele phone «& Telegraph Co, Mr. 
Allan B. Crunden, formerly assistant comptroller of the same company, was 
associated with Mr. Heiss during the first 5 months of this investigation. As a 
result of this investigation certain modifications were recommended which resulted 
1 improving the system but which did not result in any ma- 
terial changes in the final results obtained. A report of this study was made on 
December 29, 1944, which approved the svstem with these minor modifications. 

7. Dr. Lewis C. Sorrell, a recognized expert in the field of transportation 
economics and the separation of jointly incurred costs, has made a rather intensive 
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study of the cost ascertainment system in connection with his work as a university 
professor, and as an adviser to the National Council on Business Mail, and also 
the Air Transport Industry. His opinion of the system as expressed on several 
occasions is summed up in the following statement by him on March 28, 1947, 
before the Committee on Post Office and Civil Service, House of Representatives, 
in connection with hearings on postal revision under H, R. 2408: 

“Much has been said regarding the cost ascertainment procedures of the Post 
Office Department on former occasions when rate changes were under considera- 
tion. The national council has frequently voiced criticism of the results of that 
costing procedure as applied to the penalty mails, to the parcel pest, and possibly 





to other classes of service as well. The council still believes that the methods 
employed understate somewhat the costs probably incurred for carrying the 
pe alt mails and overstate somewhat those assigned to the parcel post The 
council does not, however, challenge the general framework of the cost accounting 
procedures; it recognizes that cost accounting is always a difficult and intricate 
matter, involving frequently methods of opinion, judgment, and estimate; and 
that this is especially true in the Post Office Department, where the units handled 
are very numerous and very small, and the greater portion of expense cannot be 
definitely and directly assigned to any class of service. Recognizing this factual 
condition, however, the council urges now as they have on past occasions, that 


this costing procedure should be used as a guide but not as a rule.” 
{ 


8. In the parcel post rate cases befor 





Interstate Commerce Commission 
in both 1951 and 1953, the Commission’s own cost experts thoroughly reviewed 
the cost ascertainment svstem Adopting their conclusions, the Commission 
rendered favorable decisions consenting to adjustments of parcel post rates, 
based on the cost figures. 

9, During the past LO vears, the cost ascertainment system has been discussed 
by Post Office Department people in considerable detail with at least 30 recog- 


nized experts in various fields outside the postal service. These people included 
both fiscal accountants and cost accountants, statisticians, economists, and trans- 
portation experts. Practically all of these people were familiar with the cost 


ascertainment system, and many of them had studied it rather thoroughly. 
There were no cases where serious questions were raised regarding the principles 
or methods followed. In these discussions it was obvious that there was a 
genuine willingness to accept cost ascertainment results as being reliable and as 
accurate as it is possible to obtain in any practical way. 

The CHAIRMAN. We appreciate your statement, Mr. Stans. It was 
very forthright and contained some very fine information, 

Mr. Srans. Thank you, Mr. Chairman. 

The CHARMAN. The committee will now recess, to reconvene 
tomorrow morning at 10 o’clock. 

(Whereupon, at 12:05 p. m., the committee recessed to reconvene 
at 10 a. m., Wednesday, July 15, 1953.) 
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WEDNESDAY, JULY 15, 1953 


House oF REPRESENTATIVES, 
CoMMITTEE ON Post Orrick AND CIviL SERVICE, 
Washington, D. C. 
The committee met, pursuant to recess, at 10 a. m., in the com- 
ittee room of the House Committee on Post Office and Civil Service, 


the Honorable Edward H. Rees, Chairman, presiding. 


The CHAIRMAN. We will proceed with our testimony on H. R. 6052. 


The Postmaster General advises me that he has a brief additional 
statement he wants to make. The Postmaster General is recognized 


at 


this time. 


STATEMENT OF HON. ARTHUR E, SUMMERFIELD, POSTMASTER 


GENERAL, ACCOMPANIED BY CHARLES R. HOOK, JR., DEPUTY 
POSTMASTER GENERAL; ALBERT J. ROBERTSON, ASSISTANT 
POSTMASTER GENERAL; JOHN C. ALLEN, ASSISTANT POST- 
MASTER GENERAL; MAURICE H. STANS, EXECUTIVE PARTNER; 
ALEXANDER GRANT AND COMPANY; EDMUND J. WALSH, 
ASSISTANT COMPTROLLER; BEN H. GUILL, EXECUTIVE ASSIS- 
TANT TO THE POSTMASTER GENERAL; A. B. STROM, ADMINIS- 
TRATIVE ASSISTANT TO THE POSTMASTER GENERAL; AND L. 
ROHE WALTER, SPECIAL ASSISTANT TO THE POSTMASTER 
GENERAL—Resumed 


Postmaster General SuMMERFIELD. I would like to submit for the 


record a booklet I have in front of me containing 12 charts showing 
the trends and costs of revenues in the Department during the last 
20 years or more. These charts will show more clearly than any 
amount of explanation why we need the increases we are asking. 
I would like those to be distributed to you. 


Lh. 


3. 


(The booklet is as follows: ) 


PostaL REVENUES AND Costs 
United States Post Office Department, July 1953 
INDEX OF CHARTS 


How rate increases have lagged—first-class letter rates compared with 
consumer-price and clerk-carrier-salary index. 


. How rate increases have lagged—publishers’ second-class rate compared with 


consumer-price and clerk-carrier-salary index. 
How rate increases have lagged—third-class rates, compared with consumer- 
price and clerk-carrier-salary index. 


. Average revenue per piece—by classes of mail, fiscal years 1926-52. 
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classes of mail, fiscal years 1926-52 
ts, fiscal year 1952. 

and revenues, from 1950 to 1952. 

ue and cost per piece, fiscal 


jue and cost per pound, fiscal 4 
fiscal vear 1952 

cost per piece, fiscal years 1926 54, 
1 cost per pound, fiscal years 1926-54. 

I would like to have this follow- 


airman. 


I noted one of the hewspapers 
rday about wanting each class of 
the right of the Congress to grant 

nd to recognize differences in intangible 

rvices. I do not propose that — class 

should Ds y exactly the figures that our costs show. I do ask 

this committee oa he Congress to-determine how much allowance 

shoul e made | t |} av of subsidies or other factors so that the 
mae! ‘ then pay tl rest of the cost. Thank you. 

ve with us this morning, Mr. Robertson, 

Assistant Postmaster nera Mr. Robertson, are you ready to 

testify 

Mr. Coie. At the time we adjourned yesterday the committee 
members were questioning the witness who had testified. 

The Cu AIRMAN V well; either one Proceed, Mr. Cole. 

Mir. Cote. My only purpose of asking at this time is to complete the 
record as of yesterda: estion that I pronounced. I wonder 
if the Postmaster ¢ alisr ey" to answer my question. 

Postmaster General SuMMrERFIELD. Yes, I am, Congressman Cole. 
I listened to your explanation of that particular matter yesterday 
with a great deal of interest. This morning I have this to reply to 
your question 

The Post Office Department will today withdraw its objection to 
that bill. If the Congress decides to retain the printing of those 
le tters, we intend to ore atly sunplify the me ‘thod of handling and to 
increase the cost, 

lr. Cote. In other words, you have no opposition nor recommenda- 
tion on the proposed legislation. 

Postmaster General SUMMERFIELD. We recognize that it is the 
right of the committee and ( ongress to determine if we should con- 
tinue that service, and we will be very happy to abide by the decision 
ol the ¢ ong rress., 

Mr. Cote. Thank you, sir. That answers my question. 

Mr. Corserr. Mr. Chairman, there also was an unfinished discus- 
sion of first-class mail, and the cost ascertainment of the different 
types of it. There have been repeated statements made over the 
years that first-class mail pro duced a profit. That is true, but there 
has never been any hendiniaten of the figures as between local first 
class, nonlocal first class and first-class mail weighing more than one 
ounce. 

|\My question is hy at the profit is on first-class local under 1 ounce, 
and the profit or loss on frst. class nonlocal. There, of course, is 








HOW RATE INCREAS 


FIRST CLASS LETTER RATES COMPARED WITH CONSUMER 















CHART | SHOWS THE HISTORY OF THE FIRST-CLASS LETTER RATE SINCE 
1932, COMPARED WITH THE 8 L S INDEX OF CONSUMER PRICES AND WITH 
AN INDEX OF SALARIES PAID TO POSTAL CLERKS AND CARRIERS. THE 
WON-LOCAL LETTER RATE HAS BEEN UNCHANGED DURING THIS PERIOD, 
BUT THE LOCAL RATE MOVED FROM 3 CENTS TO 2 CENTS AND BACK TO 
3 CENTS. THE COST OF LIVING HAS ADVANCED 95% AND THE INDEX OF 
PAY TO CLERKS AND CARRIERS HAS ADVANCED ABOUT 93%. 
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CHART 2 COMPARES THE AVERAGE RATE FOR PUBLISHERS’ SECOND- 

CLASS MAIL WITH THE CONSUMER PRICE INDEX AND THE POSTAL SALA- 

RIES INDEX SINCE 1932. THE AVERAGE RATE FOR SECOND-CLASS MAIL 

1S NOW 2.27 CENTS PER POUND, WHICH IS LESS THAN IT WAS IN 1932; IN 

THE MEANTIME THE CONSUMER PRICE INDEX HAS ADVANCED 95% AND 

THE INDEX OF CLERK AND CARRIER SALARIES HAS ADVANCED 93%. 
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THIRD CLASS RATES, COMPARED WITH CONSUMER PR 






CHART 3 SHOWS SIMILAR INFORMATION FOR THIRD-CLASS MAIL. THE AV- 
ERAGE RATE HAS ADVANCED 37.9% OVER 1932 (FROM 1.27 CENTS TO 1.75 
CENTS PER PIECE) WHILE THE INDEXES HAVE GONE UP 95% AND 93%, 
RESPECTIVELY. 
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CHART 4 COMPARES THE AVERAGE REVENUE PER PIECE OF MAIL IW 
EACH OF THE THREE CLASSES. THIS IS ONE WAY OF NOTING THE DIF- 
FPERENTIALS, BEARING IN MIND THAT THERE ARE DIFFERENCES IN CHAR- 
ACTER OF THE MAILS AND IN WEIGHT OF THE PIECES. 
FIRST-CLASS MAIL PRESENTLY AVERAGES ABOUT 3 1/4 CENTS PER 
PIECE; THIRD-CLASS MAIL ABOUT | 3/4 CENTS PER PIECE, AND SEC- 
OND-CLASS MAIL ABOUT 3/4 CENTS PER PIECE. 
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CHART 5 CONTAINS ANOTHER VIEW OF THE REVENUE STRUCTURE-THIS 
TIME ON A POUND BASIS. FIRST-CLASS MAIL BRINGS IN OVER $1.20 PER 

130} POUND; THIRD-CLASS MAIL 28 CENTS PER POUND, AND SECOND-CLASS 
LESS THAN 2 1/2 CENTS PER POUND. 
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CHART 6 COMPARES THE ANNUAL REVENUES AND ALLOCATED COSTS 
OF SECOND-CLASS MAIL FOR 1952, THE LAST FULL FISCAL YEAR. IF THE 
PROPOSED INCREASE OF $20,000,000 IN ANNUAL REVENUE IS ENACTED, 
TOTAL REVENUES WILL STILL FALL SHORT OF ALLOCATED COSTS BY 
212.5 MILLIONS, THIS IS A REDUCTION OF 73% FROM ALLOCATED COSTS. 
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$ 59.3 MILLION *Actual revenves were $51.4 millions. This column is odjusted 
to give effect to 10% increase 4-1-52 and 10% increase 4-1-53, (6) 


and transient rate increase 4-1-52. 
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SERVICE SALARIES CHART 7 IS DESIGNED TO SHOW INCREASES IN COSTS ALLOCABLE TO 


SECOND-CLASS MAIL IN THE SHORT PERIOD SINCE THE LAST RATE IN- 


CREASE IN 1951. IN TWO YEARS SECOND-CLASS COSTS HAVE INCREASED 
54.1 MILLIONS. IN THE SAME TIME, THE TOTAL OF THE TWO 10% RATE 
INCREASES, ON AN ANNUAL BASIS, IS ONLY 8.4 MILLIONS. 
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CHART 8 COMPARES REVENUE WITH ALLOCATED COST PER PIECE OF 
SECOND-CLASS MAIL. THE SIGNIFICANCE OF THIS CHART IS IN TWE SHARP 
INCREASE IN THE COST LINE IN RECENT YEARS. THIS IS A YALID TREND 
LINE SINCE SUBSTANTIALLY THE SAME COSTING METHODS HAVE BEEN 
USED IN THE ENTIRE PERIOD. 
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CHART 9 SUPPLEMENTS CHART 8, TO SHOW THAT THE UPWARD TREND 
iN COST OF SECOND-CLASS MAIL IN THE LAST TEN YEARS DOES NOT 
RESULT FROM DIFFERENCES IN WEIGHT OF THE PUBLICATIONS. THE IN- 
CREASING GAP BETWEEN COSTS AND REVENUE SHOWS UP ON A POUND 
BASIS AS WELL AS OW A PIECE BASIS. 
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CHART 10 COMPARES REVENUES AND ALLOCATED COSTS FOR THIRD- 
CLASS MAIL FOR 1952, THE LAST FULL FISCAL YEAR. THE SIGNIFIC ANCE 
OF THIS CHART IS IN TWO ITEMS: 

1. THE DIFFERENCE BETWEEN THE TWO COLUMNS, WHICH IS AW EX- 
CESS OF EXPENLVITURES OVER REVENUES, AMOUNTING TO 153.4 
MILLIONS. 

2. THE RELATIVELY LOW RATIO OF POST OFFICE SALARIES TO Car- 
RIER SALARIES SHOWS THAT CREDIT IS GIVEN IN COMPUTING COSTS 
FOR ALL WORK DONE BY MAILERS. IN FIRST-CLASS MAIL THE REL- 
ATIONSHIP BETWEEN THESE TWO SALARY CATEGORIES IS REVERSED. 

If THE PROPOSED RATE INCREASE IS ENACTED, REVENUES WILL IN- 
CREASE BY 52 MILLIONS AND THE DIFFERENCE BETWEEN TOTAL REV- 
ENUES AND ALLOCATED COSTS WILL BE 101.4 MILLIONS. THIS WOULD BE 
A REDUCTION FROM ALLOCATED COST OF 26%. 
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CHART |! SHOWS THE TREND OF REVENUE AND ALLOCATED COST OF 
THIRD-CLASS MAIL ON A PIECE BASIS. THIS SHOWS THE GROWING GAP 
BETWEEN COSTS AND REVENUES IN RECENT YEARS. 
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CHART 12 SHOWS THAT THE SAME INCREASING GAP OF AVERAGE AL- 
LOCATED COST OVER REVENUE EXISTS ON THIRD-CLASS MAIL ON A 
POUND BASIS. 
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where we tend to feel that there must have been a very considerable 
loss on nonlocal first class weighing less than an ounce that has to 
be put on the trains, rehandled, resorted, bagged, and everything else. 
The question is very important, because the proposal before us 
provides for an increase in first-class nonlocal and does not provide 
for an increase in first-class local. 

Postmaster General SUMMERFIELD. Mr. Stans will answer that ques- 
tion. 

Mr. Srans. The cost ascertainment does separate the costs and 
revenues of nonlocal mail from local mail. It does not separate the 
costs of letters bearing one stamp from those bearing more than one 
stamp. In other words, it does not separate exactly the costs allo- 
cable to just the 3-cent letter alone. I can give you some figures that 
possibly will lead to a conclusion on that. 

Mr. Corserrt. Or if it will even be illustrative. 

Mr. Srans. It will illustrate the situation, although they are not 
exactly precise. The nonlocal letters and packages for the last fiscal 
year showed an excess of revenues over expenditures of about $63 
million. Included in the revenues was $90 million for extra ounces 
of mail. That is a difference of $27 million. If you use the assump- 
tion that ey ery piece of first-class mail carried the same cost regardless 
of the differences in weight, it would be fair to say we lost $27 million 
on the nonlocal 3-cent letter. But it is not exactly fair to say that, 
because there are some cost factors that vary a little bit with weight. 

Mr. Coir. Then you would agree with the contention made vester- 
day that the nonlocal first class of 1 ounce or less lost money? 

Mr. Srans. It shows a small loss. 

Mr. Coir. Thank you. 

The CHarrnMEN. Mr. Moss. 

Mr. Moss. To pursue that just a little further, as I understand it, 
if we take the testimony developed by Mr. Corbett, separating the 
local and nonlocal first class, there is how much of a loss involved? 

Mr. Srans. Separating the nonlocal from the local shows that the 
nonlocal has an excess of revenues of $63 million and the local has an 
excess of revenues of $42 million. 

Mr. Moss. Was the extra wieght the one that brought about the 
figure that showed some loss? 

Mr. Srans. No. I was illustrating the amount of revenue derived 
from the extra ounces of mail in the nonlocal traffic. The extra 
ounces brought in $90 million. If the $90 million is included in the 
nonlocal figures, they showed a ‘‘profit’”’ of $63 million. If the weight 
factor were not important—and it is not very important—then there 
would have been a $27 million loss on the nonlocal letters of 1 ounce 
or less. 

Mr. Moss. That would be assuming that most of the excess weight 
was of a local nature. 

Mr. Stans. No, assuming that it was of a nonlocal nature 

Mr. Moss. That would not necessarily be a sound assumption 

Mr. Srans. I have used only the nonlocal mail in that calculation. 

Mr. Moss. Using your ordinary procedure of cost ascertainment 
which you have determined and has been determined by experts to 
be a sound system of cost ascertainment, you still would have a small 
loss. 

Mr. Srans. Yes, sir. 
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Mr. Moss. How much of a loss? 

Mr. Srans. Less than 0.2 of a cent. 

Mr. Moss. Per item? 

Mr. Stans. Per item 

Mr. Corserr. Will the gentleman yield? 

Mr. Moss. Yes. 

Mr. Corserr. The 0.2 of a cent figures out finally something in the 
neighborhood of $27 million 

Mr. Stans. Yes, sir; less an undetermined small amount that would 
represent the extra transportation cost of carrying the slightly heavier 
weces 

Mr. Gross. Mr. Chairman 

The CHarrMan. Mr. Gross 

Mr. Gross. I would like to reduce this to something like a round 
figure. Mr. Summerfield, you said in your statement by nonlocal you 
mean city-delivered mail? 

Postmaster General SuMMERFIELD. A letter mailed nonlocal is a 
letter mailed from Washington to some area outside of Washington. 
Local mail is a letter mailed from Washington to someone living in 
Washington 

Mr. Gross. Within the city 

Postmaster General SUMMERFIELD. That is correct. 

Mr. Gross. You would raise $150 million with the 1-cent increase; 
is that correct? 

Postmaster General SUMMERFIELD. That is correct. 

Mr. Gross. I am finding it difficult to reconcile certain figures. 
Let me vo back to the testimony before the House Subcommittee on 
(Appropriations for the Treasury and Post Office Departments, the 
latter part of last April, and approximately the Ist of May. Mr. 
Canfield said: 

How much annual revenue would be obtained by a 1-cent increase in first-class 
mail? 

Mr. Srrom. It would be about $273 million 


Mr. Gary. How much would it amount to if the local mail within the city 
carried the present rate? 


Mr. Strom. That would reduce about $93 million 
Mr. Gary. Which would leave approximately 
PI ; 
Mr. Strom. Approximately $180 million. 
pI 


Somewhere it seems to me someone has lost $30 million. 

Mr. Stans. That is on the extra ounces. 

Mr. Gross. So this, then, does not represent the actual difference 
in revenue? 

Mr. Srans. The additional revenue is on the additional ounces. 

Mr. Gross. I see. That was not mentioned here. I could not 
understand the loss of $30 million in revenue as between last May 
and this time. 

Postmaster General SUMMERFIELD. That is quite an item. 

Mr. Srans. Is that clear, sir? If we made the 4-cent rate apply to 
all nonlocal mail, we would get $180 million. But the bill now 
proposes 4 cents on the first ounce and 3 cents on all succeeding 
ounces, and that brings in $150 million. 

Mr. Wirnrow. Am | correct, then, in assuming that nonlocal mail 
is showing a net profit of $63 million? 

Mr. Stans. Yes, sir. 
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Mr. Wirnrow. And that local mail is showing a net profit of $42 
million; is that correct? 

Mr. Stans. That is correct. 

Mr. Wirnrow. That is now, under the present rates? 

Mr. Srans. For the last fiscal year. 

Mr. WirHrow. Under the present rates. 

Mr. Srans. That is right. 

Mr. Wrrnrow. That is all. 

The CuarrMAN. Mr. Alexander, do you have any questions? 

Mr. ALEXANDER. No questions. 

The CHarrMaNn. Mr. Reams, would you like to ask any questions? 

Mr. Reams. I have no questions at this time, Mr. Chairman. 

The CHartrMAN. Mr. Boland. 

Mr. Botanp. No questions. 

The Cuarrman. Mr. Bonin. 

Mr. Bonin. I understand back in 1947, the highway post offices 
were established to care for rural routes. Is this service still in the 
blueprint stage or just how effective is this service? 

Mr. Strom. The highway post office was not established to serve 
rural routes. It was established for the purpose of supplanting 
railroad service where it was discontinued by the railroads. In other 
words, it is a railway post office on tires instead of wheels. 

Mr. Bontn. Is this paying its way at the present time? 

Mr. Strom. You could not determine whetber that service pays 
its way for the reason that you could not credit revenues to it. It is 
an expense of the Department in transporting mail between post 
offices. There would be no way of crediting revenue to that service 
as such. 

Mr. Bonin. There would be a comparison between railroad costs 
and present costs; would there not? 

Mr. Strom. Yes, that can be obtained. 

Mr. Botanp. Will the gentleman yield? 

Mr. Bontn. Yes. 

Mr. Botanp. You actually cannot get railroad transportation to 
these areas so you had to resort to a highway post office. 

Mr. Strom. In many instances that is true, sir. 

The CuatrMan. Are there any other questions, Mr. Bonin? 

Mr. Bontn. To what extent has this service actually been inaugu- 
rated? 

The CHatrMan. Mr. Allen, can you answer the question? The 
question is to what degree has this matter of the highway post office 
progressed. 

Mr. Bontn. That is true. 

Mr. ALLEN. I do not have figures here as to the actual number of 
routes. It has progressed considerably and is increasing all the time. 
It is used when it is impossible to get proper rail service between post 
offices. There are, I would say, at the present time 10 or 15 studies 
being made of further expansion of the highway post office. 

Mr. Bonin. You have no idea at this moment how many you 
actually have? 

Mr. Auten. I do not have the actual figure here. I could very 
readily determine it. I would estimate it is some 150 routes. 

The CuarrmMan. Mr. Dowdy. 

Mr. Dowpy. Mr. Allen, is that highway post office business more or 
less expensive than the star-route delivery? 
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Mr. Atuten. I would say it is less extensive. There are around 
14,000 star routes today. 

Mr. Dowpy. What percentage saving is there on those highway 
post offices over the star routes? 

Mr. Atten. The star routes are actually more economical than the 
highway post offices 

Mr. Downy. I misunderstood you. The highway post office is 
more expensive? 

Mr. Atuen. I am SOITY. | thought you said ‘‘extensive,”’ 

. Downy. E xpensl » VCS. 

Mr. Atten. The highway post office is more expensive than is the 
star route, the reason being that you are distributing mail en route on 
a highway poss office. You are using bus space as a vehicle is going 
down the highway to distribute mail, whereas in the star route the mail 
is sacked ¢ a there is no distribution en route 

Mr. Dowpy. Then to determine which was more expensive, you 
would pat to take into consideration distributing the mail in the 


post of] | » he fore it left. 
Mr. AtueN. That * ag rht, but I do pot believe there can be any 
question but what the highway post office is more expensive than the 


Star route 
Mii {OL} \\ ill the gent man V1 Id? 


Mr. Coie. It is also much more efficient 
Mr. Downy. Yes; it is also necessary in some places to provide the 


Ml Cou! | know 2 in my district that are very highly efficient, 


Mr. Downy I have no acquaintance with them, and that is the 


eason for my question [ have not seen any in operation. 

\ir. Stans, | imagine, would answer this question. I did not ask it 
vesterday of Mr. Summerfield because | supposed you would answer 

e 

We talked about the third-class mail and whether it has a 
deficit or profit I believe in answering this question [ would dis- 
regal he subsidies that are paid to airlines because | hardly see how 
that can be chargeable to carrying mail— that is, a subsidy that we 
re paying to establish a business. But ane into consideration the 

tual expense involved, even without a subs , | would like to know 





whether airmauli at the present rate 1s paving ‘its way at the 6 cents 

f sldav, it 1s not If the subsidies 
i} ; ? . } . 

will] sho Het the revenues exceed the directlv 


apportvio wed expenaLltures 


Mr POWDT. How m ich Wo ild they exceed in this question 
we are disre carding the S ibsidies. 
Mr. STans. About $4 million on domestic airmail. 

Ir. Downy. I believe we have a shart here that I believe is in the 
record which shows how many pieces are carried as airmail that go 
in to make up that figure. 

Mr. Srans. I am not sure it is, but we can give it to you here. 
Mr. Downy. I assumed it was on this chart. I have not had a 
chance to look at it vet. 


Mr. Srans. About 1,350 million pieces a year 


‘ 
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Mr. Dowpy. Do you know how much the airmail subsidy is? 

Postmaster General SUMMERFIELD. $79 million. 

Mr. Downy. By getting that figure, [ would not have to ask the 
questions about the deficit. 1 believe that is all, Mr. Chairman. 

The CuarrmMan. Mr. Cole, any questions? 

Mr. Cote. No questions. 

The CuHarrMan. Mr. Gross. 

Mr. Gross. Mr. Postmaster General, in your statement the other 
morning on the first-class rates, you said that the cost to the average 
citizen would be extremely small. The tax on this package of cigar- 
ettes is extremely small, taking it as a single unit. Sales tax or any 
excise tax levied on any single unit is small, is that not true? 

Postmaster General SUMMERFIELD. That is correct 

Mr. Gross. But I do not believe you can quite minimize the 
argument on behalf of a rate increase on first-class rates on the basis 
that it is just a small added tax upon almost every individual in the 
country. I! just cannot go along with it on that basis: that it is a 
small tax. Even the drug imposed upon the American people in the 
form of withholding tax is small, but it accomplishes the result of 
obtaining several billion dollars each month throug h that method 
I do not go along with the business of simply a tax being small on a 
one-unit basis. If you break down the tax on your property in the 
city, you do not have a large tax. 

Postmaster General SUMMERFIELD. You know, the way you phrase 
your question is difficult to answer. The people are now paving 
the taxpayers—whether or not they use the mails, to the extent that 
they are paying taxes. Our proposal before this committee provides 
that the people who use the mais pay to the extent of their use of 
the postal services, rather than having the taxpayer generally make 
up for the subsidy currently prevailing 

Mr. Gross. Of course, the majority of the people who use first-class 
mail are also taxpayers. It seems to me that we are more or less 
robbing Peter to pay Paul. 

Postmaster General SUMMERFIELD. Let me ask you a question 
that might clarify it a little bit. Do .you believe that the taxpayers 
should underwrite the loss in the various classes of mail rather than 
have the users of those classes of mail pay for it themselves? 

Mr. Gross. They have been doing it quite a long time. 

Postmaster General SUMMERFIELD. I| think far too long 

Mr. Gross. They have been underwriting the cost of legislative 
mail and penalty mail for quite some time. 

Postmaster General SUMMERFIELD. And we are certainly making 
every effort we can to correct what we consider poor management, as 
intelligently and fairly as we know how, sir. I am sure the Congress- 
man feels that we are approaching this on a very sound basis. 

Mr. Gross. I cannot agree with you on the first-class mail 

Postmaster General SUMMERFIELD. All we can do, Mr. Congress- 
man, in the Department is to make a very careful study—which we 
have done—of the operations of the Post Office Department, revealing 
the losses and revenues in all classes of mail, and propose correction 
to this committee and to the Congress. That we have done as fairly 
and as accurately as we can. We have tried to provide you and other 
members of your committee with all the statistical information that 
we have been able to put together so that you can, in your delibere- 








76 POSTAL-RATE REVISION 


tions, make the proper changes in the rate structure. That we have 
done. From that point on, sir, it is the responsibility of this com- 
mittee : 

\ir. Gross. You have no proposal to increase the deliveries that 

re curtailed. 

Postmaster General SumMEerRFIELD. No. As I explained before, 
nd I am happy to repeat again, we estimated the cost of the restora- 
tion of the second delivery would be upward of $80 million a year on 
current volume. We find very little demand on the part of the public 

the mail-receiving public of the country—for a complete restoration 
of a second delivery. What we are doing, and have been doing since 
we took office on January 20, is to study every area where there has 
been any complaint and see if second delivery is justified because of a 
change of the character of a neighborhood. America is growing 
fast. There are many new communities springing up today or com- 
munities that have been in existence of good many years which have 
become industrialized. In those areas we plan to restore second 
delivery wherever it is desirable. But we cannot justify in all hon- 
esty a broad, complete restoration of the second delivery. 

Mr. Gross. Does the Post Office Department have any recent 
information on the deliveries per day in Great Britain, France, and 
Italy? 

Postmaster General SuMMERFIELD. I have heard many stories. |] 
could not answer that question accurately. 

Mr. Gross. The last report is that in London they have 4 or 5 
deliveries a day. Ido not remember what the figures were. I cannot 
help but get back to that when we curtail our services here and pour 
billions into those countries. 

Postmaster General SUMMERFIELD. The reason most of us are here 
is to improve the service. The President in his message to the Con- 
gress stated that the Postmaster General would develop a program 
that would do certain things, and that was one of them. We would 
improve the service to the people of the country. We are trying to 
vet the house in order to permit the expansion of facilities and service 
to the people of this country. We are using every ounce of energy 
we have to bring that about. We have no intention of curtailing 
necessary postal service. 

Mr. Gross. I appreciate that, but I do not want to lower the 
standard of living and service in the country and see it maintained at 
the same level it has always been in foreign countries where we foot 
the bill for it. 

Postmaster General SUMMERFIELD. Many people have expressed a 
desire to be heard before this committee. We of the Post Office 
Department are trying to do all we can to complete our case and give 
all information possible to this group as quickly as possible, in 
order to facilitate the opportunity for others to be heard, pro or con. 

Mr. Gross. Do you not think we are moving along expeditiously? 

Postmaster General SUMMERFIELD. I am very happy to say we are 
making splendid progress, and I want to thank all the members of this 
committee. That is the reason I would like to confine my answers 
to the subject that is before this committee. 

Mr. Gross. I think that is part of the subject that is before the 
committee. 


— 
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Mr. Stans, you spoke about tangibles and intangibles in arriving 
at your cost ascertainment; is that correct? 

Mr. Srans. Yes, sir. 

Mr. Gross. In the matter of transportation of mail, let us say, the 
trucks and railroads, how do you arrive at the cost, let us say, of per 
ton-mile for transporting mail? On what basis do you arrive at that? 

Mr. Stans. The charges on transportation are made to classes of 
mail according to the space occupied by each class of mail. 

Mr. Gross. Who determines the cost of the railroads, for instance, 
transporting mail? What determines that cost figure? 

Mr. Stans. That is determined by the cost-ascertainment system. 

Mr. Gross. Do you accept the railroad figures or the Interstate 
Commerce Commission? 

Mr. Stans. The Interstate Commerce Commission fixes the rates. 

Mr. Gross. They fix the rates for the transportation of all mail? 

Mr. Srans. That is right. 

Mr. Gross. Does the Interstate Commerce Commission to your 
knowledge go into the actual cost figures of the railroads, return upon 
their investment, and so on and so forth, in ascertaining these costs? 

Mr. Srans. I assume they do. 

Mr. Gross. That is an assumption. You do not go back to find 
out whether they do; is that correct? Certainly that is a tangible cost. 

Mr. Srans. I have not gone back. Whether the Post Office 
Department does or not, I do not know. 

Mr. Gross. Can anyone answer that? Do you simply accept the 
figures given by the Interstate Commerce Commission? 

Mr. Auuen. Mr. Congressman, the law stipulates that the rate 
of mail pay be established by the Interstate Commerce Commission. 
Petitions from time to time have come before the Commission. The 
Post Office has regularly participated in those cases, and has had every 
opportunity to examine the cost figures submitted by the railroads 
in questioning their position as to whether the adjustment should be 
made. So I think it is only logical to say that the Interstate Com- 
merce Commission does very definitely consider railroad costs and 
their problems in determining the rate of mail pay. 

Mr. Gross. As far as the Post Office Department is concerned, 
are those costs on an overall basis? In other words, do they pay on 
the basis of an overall rate? 

Mr. ALLEN. The rates of the railroads generally are based on space, 
so much per car, so much for one size car, and a different rate for 
another size car. 

Mr. Gross. Irrespective of the railroad? 

Mr. AuLEN. The general level of rates, yes, irrespective of the 
railroads. However, the Postmaster General under the law has the 
authority to negotiate with the individual railroads, and in some cases 
rates less than those stipulated are paid, and in some cases more. 
Sometime the arrangement might be a flat amount per month, per 
week, or it might be on the regular basis stipulated by the Interstate 
Commerce Commission. It varies. 

Mr. Lestnski. How much additional personnel have been added 
to the Department this year so far, if any, and if so, how many? 
The reason I ask that questioa is that I said there were 27,000 addi- 
tional employees, and you doubted that. 
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Postmaster General SuMMERFIELD. That is correct. I do not 
have the figures here with me this morning, but I will try to deter 
mine that for you. 

The CuarrMan. Will vou furnish it for the record? 

Postmaster General SUMMERFIELD. Yes. 

The information is as follows 


It is estimated that there is an increase of 3,000 employees since January 31, 
1953 hese are necessary for the increasing volume of business. The Depart- 
nent is studying its personnel reporting system and hopes to have the revised 


effect by September 1, 1955. 


Mr. Lesrnskt. Will the present amount that you requested from 
the Federal Treasury to carry vou over for the 1954 fiscal year be suffi 
cient funds without additional appropriations? 

Postmaster General SUMMERFIELD. Will it be what, sir? 

Mr. Lesrnskr. Will there be sufficient funds to carryover for the 
rest of fiscal 1954? 

Postmaster General SUMMERFIELD, We are attempting to run with- 
in that appropriation to the extent of $152 million reduction in that 
estimated budget. We are now faced with this fact, that the previous 
administration anticipated $80 million more revenue than apparently 
we are going to receive 

Mr. Lesinskr. That is true. On top of that, if you have addi- 
tional expense in handling the mails in the railroads, that is going to 
cut you down some more, and you might run up to $750 million or 
$800 million eventually if it keeps on going the way it has. There are 
possibilities there 

Postmaster General SUMMERFIELD. You know if this rate increase 
were denied and all these other factors | mentioned yesterday come to 
pass, we would be in a very difficult position. 

Mr. Lestnskr. During your testimony the other day—I cannot get 
my figures straight—you said that according to the 1952 report of the 
Post Office, the amount of revenue received was $47 million in second- 
class mail. The expense was $271 million. How do you figure a 
9 percent increase in second-class mail will give you $20 million? | 
cannot see that. 

Postmaster General SummMerFIELD. The $20 million included the 
10 percent increase due April l. 

Mr. Lesinskt. That includes that? 

Postmaster General SuMMERFIELD, Actually it amounted to $15 
million additional. 

Mir. Lesinski. You said that the second-class-mail increase will still 
involve a subsidy of 73 percent. How much is the subsidy today? 

Postmaster General SUMMERFIELD. About 80 percent. 

Mr. Lesinskr. This question is not in line with what we are talking 
about, but it is very important to all of us. When do you propose 
salary increases for postal employees? 

Postmaster General SumMMERFIELD. [ tried to make our position 
very clear yesterday, Congressman Lesinski, that when our new 
Assistant Postmaster General in Charge of Personnel is installed, that 
is one of the first areas we are going to examine carefully—our em- 
ployee-employer relations—and we are going to see if there are any 
inequities In any area. We are going to analyze the problem. That 
is our position at the moment. 

Mr. Lestnski. As I see it, you have inequities at both ends, 
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Postmaster General SUMMERFIELD. I am sure the Congressman 
agrees we just have not had time to get in all of those things. 

Mr. Lesinsk1. I realize that. That is all, Mr. Chairman. 

Mr. Corserr. Mr. Chairman, and Mr. Postmaster General, | 
think this would be a very good time to make a little examination of 
just what is the deficit. If you recall on your chart No. 4, the first 
pamphlet we had before us, the third column, where the deficit is set 
forth minus the subsidy for domestic or foreign airmail, you have a 
figure remaining there—it does not matter—of approximately $515 
million. 

Postmaster General SUMMERFIELD. Yes. 

Mr. Corsert. It is my contention—and I think it might be very 
beneficial for the Department and for the general public—to take a 
look at that figure and see if that figure has not been very greatly 
swollen. Our chairman has already introduced a bill to deduct from 
that deficit the cost of penalty or frank mail, which will take off 
another $35 million at least. Now, you come into a very firm area 
of what I believe are proper deductions. When you are carrying a 
loss on all philanthropic and charity mail, the mail sent out by 
Crippled Children’s Association, by Boys Town, we take on that 
particular type of third-class mail a definite loss as a matter of policy. 

Now, it is a matter of policy of the United States Government, not 
the Post Office Department. Therefore, | contend that all of those 
costs should be reduced from that deficit. I think also when we 
establish a policy of free incounty for the newspapers, it should be 
subtracted. I*believe you should further subtract from that column 
the cost of carrying educational books, educational films, the book 
service for the libraries, so that if there was a studied examination 
made of the things which are charged to the Post Office by reason of 
public policy, those items I think are properly chargeable to the public 
which requests and abides by them. 

So with those firm items taken out, you will have some considerable 
reduction. Then I think you get into an area of some dispute. | 
would resolve it in favor of the Post Office and I would particularly 
like to have Mr. Stans listen to this angle. 

In your cost ascertainment, let us grant for the sake of argument 
that a very excellent job is done with regard to fixing the costs of the 
various types of mail. There is no attempt made to fix the profit and 
loss of the various classes of post offices. Here is what I think we will 
find. I have never been able to get figures, but probably no third- or 
fourth-class post office in the United States is operated at a profit; 
Rural routes cost us somewhere in the neighborhood of $90 million, 
Star routes cost some undetermined amount. 

In that area where we again extend service, third, fourth, rural 
and star route, we extend mail to Little Abner in the Tennessee 
hills, and the island in the Great Lakes, which we want done. That 
is good. But when it is a matter of policy, my contention is that 
we should not charge a segment of American business for the loss 
resulting from the extension of that service; 

In that area I admit it is a moot question. You can argue it back 
and forth. I think there are those fixed charges that you cannot 
deny against the post office. 

Then you come into a third field where obviously the cost is 
legitimate, and should be paid. The best example would be your 
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railroad transportation. Certainly a class of mail cannot say that 
it should not pay at least its own freight. As I have talked to users 
of the mail, the majority of them told me if we would ascertain the 
rue cost, minus the service, minus the matter of policies, they would 
ye happy to pay their share 

Postmaster General SuMMERFIELD. Which class? 


Mr. Correrr. I would say all of them. 

Postmaster General SummMerrFieLp. They have suggested that? 

Mr. Corserr. I think without exception. At least representatives 
of them all. So I believe as a result of our hearings here, if we can 
ascertain the true deficit, find out what things are properly ‘charge- 


ble, recognizing that we are going to have increased costs, whether 
for salaries or transportation, I think no one can make a legitimate 
complaint about paying their actual and proper costs. So the whole 
ummation of my remarks is simply that there have been a lot of 
subsidies of various kinds, a lot of costly policies which have gotten 
into the business of running a pars office which I think is unfair to 
the good name of the Department to charge against it. 

Mr. Stans. May I answer that from the accounting point of view, 
sir? We have a table—I cannot put my hand on it now, but if you 
wish J will submit it for you later or at the next session of this com- 
mittee—showing how much —_ elements of cost amount to on free- 
in-county and other services we can specifically ide ntify. 


Mr. Corserr. May I inte neta you fora moment? Yesterday you 
told us that third class, for example, was going down to the point 
where it is 28 percent subsidy. But you have in that 28 percent all 


this philanthropic service, and you have some part of the charge in 
these unprofitable areas of distribution. 

Mr. Stans. May I assure the Congressman that even if those were 
eliminated, there would be very substantial losses. The table will 
show you that if you take into account the $74 million deficit plus the 
$80 million loss in revenues, there will be a loss of about $40 million 
in the Department. 

Mr. Corserr. You are talking secend class and I am talking third. 

Mr. Srans. I am talking as a whole. You pose another point on 
the problem of the small post office that makes no profit, as you say. 
Of course, that is a conclusion that must be reached only by measur- 
ing the receipts of the office against the expenses of the office. There 
is no method of accounting that takes into consideration the mail that 
comes from other sources into that office and is distributed to the 
patrons of the office. 

Mr. Corserr. That is correct. There is a distribution service that 
is rendered there that there is no way to account for. 

Mr. Stans. The problem you pose is even more difficult if you 
look at it in reverse. For example, the New York and Chicago post 
offices with their large volume of mail take in considerably more than 
they spend. I could not conceive that the Congressman would intend 
to reduce the postage rates for mail sent out of New York. 

Mr. Corserr. No. Iam very anxious that this be clear. Let us 
say that the largest 220 post offices make money. That would be all 
right. I am trying to show that when we by deliberate policy extend 
the delivery of ‘mail into nonprofitable areas, when we do the reverse, 
let us say, of what the express company will do, then that should not 
be charged to segments of our business. It ought to be charged to 
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the whole Nation. Certainly we are not going to reduce the rates in 
any area. I am simply saying as to where should that loss be at- 
tributed, and how should it be made up. It is certainly not the 
fault of the small newspaper that the United States Government 
decides to deliver mail in the islands of the Great Lakes. That is 
not their fault, and they should not be made to pay more for it. 

The CuHainMan. Mr. Withrow. + 

Mr. Wirnrow. | think first of all we should get the record straight 
in regard to this penalty mail. I do not think it is your policy to 
do away with the penalty and franking mail service, is it Mr. Sum- 
merfield? 

The CHatrMAN. Were you here when it was announced that a bill 
has been introduced on that subject matter? 

Mr. WITHROW. Yes, by you. As a matter of fact, all that you 
intend to do is to charge to the different de partments that use this 
penalty mail privilege the cost of that penalty mail. 

Postmaster General SUMMERFIELD. Yes, where it originates. 

Mr. Wirnrow. Right now we should make it clear as to just exactly 
what the legislative frank costs the Federal Government at the 
present time, 

Postmaster General SumMERFIELD. Approximately $1,700,000. 

Mr. Wirnrow. That is for all the frank mail of the Members of the 
Congress, the Members of the Senate, and all of the committees of the 
Hill within the legislative department, $1.7 million. 

Postmaster General SUMMERFIELD. That is correct. 

Mr. Wirnrow. The public are under the impression that it costs 
a great deal more than that, however. 

Postmaster General SUMMERFIELD. I was under the impression also 
until I found out, and I was glad to make that information public. 

Mr. Wirnrow. In 1933 there was an increase of 1 cent in postage 
from 2 to 3 cents, is that correct? 

Postmaster General SuMMERFIELD. That is correct. 

Mr. Wirnrow. What is the history of what followed that? Did 
the volume drop down or was the volume maintained? 

Mr. Watsu. The volume of mail around 1932 and 1933 was on a 
downward trend at that time. This continued after the first-class 
rates were increased, but it is difficult to state that this was due pri- 
marily to the increase in rates. In fact, in the fiscal year 1934, the 
volume of first-class postal business began an upward trend. 

Mr. Wirnrow. But the following years there was a decrease in the 
volume of first-class mail, is that correct? 

Mr. Watsn. There was a continuation of a decrease that had been 
in effect. In 1934, we had an increase in first-class mail, both local 
and nonlocal. 

Mr. Wirnrow. Now, I would like to ask you this, Mr. Summerfield. 
In the business reply envelopes that are sent out at the present time 
under permit, they are sent out, and as I understand it, if they have 
a permit they are returned and at the time of the return the receiver 
pays 4 cents. Is there any change in that? 

Mr. Watsn. I did not hear the question. 

Postmaster General SUMMERFIELD. Would you repeat that again? 

Mr. Wirurow. In these business reply permits that are issued, a 
letter is sent out under first-class postage, there is a reply envelope 
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contained, and that reply envelope when it is sealed and sent back is 
paid by the receiver, who pays 4 cents. My question is, is there any 
change in that rate? 

Mr. Wausx. Not in this bill, sir 

Mr. Wirnrow. Is that not first-class postage? 

\ir. Wausu. Excuse me. There is no change in that additional 
charge for the business reply priviledge. The postage is on the matter; 
if it is nonlocal it would go to 4 cents. 

Mr. Wrrnrow. There would not be any change in that rate? 

Mr. Wausu. There would be no change in the additional 1 cent for 
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9 he mail would be increased. 

Mr. Wirnrow. The postage when it started out would be 4 cents 
if it were nonlocal. When it returns, it is still returned and can be 
accepted for 4 cents? 

Mr. Wausn. No, sir. It will be 5 cents. 

Mr. Wirgrow. Then there is an increase in that rate from 4 to 5 
cents 

Mr. Wausu. It is an increase in the postage rate for that mail, not 
the charge for the business reply service. 

Mr. Wrrnrow. Could you tell me whether or not that particular 
phase of the postal operation is paying its own way? 

Mir. Watsxo. We do not have any exact figures on that, but I am 
sure it does not, because I do not think we ean provide that service 
for 1 cent, sir. Our labor costs are now almost 4 cents per minute. 

Mr. Wrrnrow. Then you raise the rate 1 cent for first-class postage 
which is nonlocal, and you have left the rate at 3 cents for that which 
is local 

Postmaster General SUMMERFIELD. That is correct. 

Mr. Wirnrow. When as a matter of fact, both of those categories 
are paying their own way at the present time. Why the differential? 

Mr. Stans. May I answer that in part at least? The differential 
is that it costs more, about three-fifths of a cent more, to send a 
nonlocal letter than a local letter. The nonlocal letter of 1 ounce or 
less is losing a small amount of money. One of the Congressmen 
differed with me yesterday on the question of the economic values of 
the different pieces of beef. I am disturbed at the confusion on that 
subject that still remains. It seems to me that in the rate fixing 
matter, there is a very direct parallel in the railroads in charging a 
different price per ton of coal, per ton of machinery or per ton of sugar. 
Differences in value and other factors are taken into account. 

I do not quite see, as an accountant, that the cost figures alone are 
the only answer. I think the value of the service and other intangibles 
should properly be taken into account. It is not necessarily correct 
to say that first-class mail makes money. 

Mr. Wirnrow. Then if you were to raise the local rate to 4 cents, 
how much money would that raise? 

Mr. Stans. $73 million additional. 

Mr. Wirnrow. It seems to me if you are after money there is the 
place to get it, and that seems to be what you are after. 

Mr. Gusser. Will the gentleman yield at that point? 

Mr. Wirnrow. Yes. 

Mr. Gusser. Did I understand the gentleman to say that nonlocal 
mail is at present losing money? 
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Mr. Stans. Nonlocal first-class mail of 1 ounce or less loses a small 
amount, less than 0.2 of a cent. 

Mr. Gross. Will the gentleman yield at that point? 

Mr. Wirurow. Yes. 

Mr. Gross. I was the one who raised the question concerning the 
price of meat. I did not say there was no difference between the 
various cuts of meat. I said the law of supply and demand did not 
fix the price of meat in the market place, and I still say so, and I 
would like to meet you privately and discuss that. 

Mr. Stans. I should be very happy to. 

Mr. Corsetr. Will the gentleman yield? 

Mr. Wirnrow. Yes. 

Mr. Corsett. This is for review and emphasis. You said that 
your less than 1 ounce local first class is now losing about two-tenths 
of 1 cent a piece? 

Mr. Srans. Nonlocal. 

Mr. Corserr. Let us get it straight for the record. Do we profit 
or lose, and how much, on local first class less than 1 ounce? 

Mr. Srans. There is a margin of revenue over expense on local 
first class. 

Mr. Corserr. On nonlocal first class less than an ounce, you have 
a loss. You gave 1 figure of two-tenths of a cent, and 1 of three- 
fifths of a cent. 

Mr. Stans. The loss is less than two-tenths of a cent on the nonlocal 
letter of less than 1 ounce. The difference of three-fifths of a cent 
is in the difference in cost between a local and nonlocal letter, on 
the average. 

Mr. Cour. In order to pursue this a little further, there is no loss 
in the overall nonlocal mail. That is operating at a profit, is that 
not true? 

Mr. Corsetr, That is because of the mailing of pieces over 1 ounce. 

Mr. Cote. I know. I wanted to be sure that is understood. There 
is no loss in the overall picture of nonlocal mail. 

Mr. Stans. That is right. 

Mr. Wrrxnrow. As I understand the nonlocal mail shows a net 
profit of $63 million, and the local mail shows a profit of $42 million. 

Mr. Stans. Yes, sir, those are the figures. That includes in the non- 
local $90 million that we earn on the extra ounces, as I explained before. 

Mr. Wirnrow. I understand that, but that is the net profit. 

When you testified, the question was asked as to how many publi- 
cations there were, philanthropic, -religious, nonprofit, that were 
receiving a preferment which was granted them by the Congress as a 
matter of policy. 

Mr. Stans. Mr. Walsh can answer that. 

Mr. Witrxrow. There was a figure of 2,000 given, I think. 

Mr. Wausu. I do not remember that figure. I think the number of 
those publications would be higher than 2,000. 

Postmaster General SummeErrinip. Yes, sir. I believe 1 said 
between three and four thousand. 

Mr. Witnrow. It is a considerable number. I have no quarrel 
with that preferment. I do not think it ought to be called a subsidy. 
I think it is a preferment. It is a preferment because the Congress 
wants to encourage that type of publication so as to get information 
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to the public. There is some value to them, and they have recognized 
that principle for a long, long while. 

Then in addition to that, you have your free-in-county newspapers 
which pertain to our weekly newspapers, who are doing a real service, 
and whom I am sure we do not want to injure. 

My point is this: Do you not think it would be wise to establish a 
category and put all of those publications that are receiving prefer- 
ment by reason of it being vested in them by the Congress as a Federal] 
policy and figure out how much that is costing the Federal Govern- 
ment, and then go ahead over on this side and consider that as your 
postal budget, and balance that budget, and let the other go as a 
deficit because it is the policy of the Congress, as admitted by Mr. 
Stans throughout his testimony? 

Mr. Stans. We have the figures of the cost of handling those 
exempt publications, $50 million. 

Postmaster General SumMEeRFIELD. If you want us to identify it 
that way, the Department will be delighted to do so 

Mr. Wrrnrow. I believe it should be set out so that we know 
exactly what all those preferred costs are. 

Postmaster General SUMMERFIELD. We have that. 

Mr. Wrrnrow. I may be wrong, and that is the thing I am wrestling 
with at the present time, whether or not you should be permitted to 
go over here on these categories that are paying the freight and 
burdening them with the expense of paying the freight of those 
people who have been given a preferment by Congress. 

Postmaster General SuMMERFIELD. In the first place, we are not 
asking for an increase in those classes you spoke of. 

Mr. Wirnrow. No, indeed not. 

Postmaster General SuMMERFIELD. We pointed out very clearly to 
you in our presentation that we are only asking for a fraction of the 
loss to be absorbed by the users of the second- and third-class mail. 

Mr. Wirnrow. Why should you ask them for any? I said that in 
good faith. It is the policy of Congress to give these people prefer- 
ment. You are not doing that. You are giving them preferment, 
but you are putting the expense on a category of mail that is paying 
lls own wy. 

Postmaster General SUMMERFIELD. Do you mean _ second- and 
third-class, sir? 

Mr. Wirnrow. I do not say second and third class. But we are 
giving them a sort of preference. I realize that and I think they should 
have it. 

Postmaster General SuMMERFIELD. Do you believe they should 
have the $240 million a year on second class? 

Mr. Wirurow. I do not say they should have that much, Mr. 
Summerfield, but I do say this, that when I voted for a 10-10-10 
increase over 3 years, and that increase is in its second phase right 
now, I did that so as to fill up our interim whereby we would have a 
real survey of the situation, not a survey made over a period of 3 
or 4 months, but a survey being made now by the Senate committee 
authorized by the Carlson committee. I really think that we ought 
to permit them to function so that we can come back here in January. 

Postmaster General SUMMERFIELD. Congressman, we have tried to 
recognize the contribution made by the Carlson committee of the 
Senate. We urged that committee, we met with that committee 
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ourselves, we offered the entire facilities of the Department to aid 
them in their studies. We urged them to begin immediately. 

To date there has been one meeting. There is another one an- 
ticipated. In the meantime the loss goes on, sir, at the rate of $242 
million a year, on second class alone, and $191 million on third class. 
We are asking only that this body give us approximately 9 percent 
of that loss in 2 steps, which in addition to one of these tens you spoke 
about a moment ago is only about $15 million. Certainly we have 
considered all of the factors in this matter and have tried to be 
completely fair and to present an unbiased picture to you ladies and 
gentlemen here today. But to go on is an unconscionable thing in 
my opinion, with ions kinds of losses piling up year after year. 

You hear a great deal about studies people want to make and the 
thir igs the ‘Vy are g ‘oing to do. They want to study this and they want 
Lo study that. The sam people are saying that today that were 

saving it last year, and the year before, and the years before By 

thems elves they have not come up with the propos sals to find the 
solution to the problems of the postal establishment. Therefore, it is 
incumbent upon the management of the Post Office Department tod: ay 
to accept its responsibility to this Congress and make its recom- 
mendations for the relief of the Department so we can improve the 
service to the people of this country and maintain our establishment. 
That is what we are trying to do, sir. 

Mr. Hacen. Will the gentleman yield on this point? 

Mr. Wirnrow. Yes. 


Mr. Hacen. You realize that the committee was to work until 
next January, and they would not report until their job is finished 
It takes time on a tremendously comprehensive problem. As I recall, 


we had no complete study for a long time. I understand that th 
committee has quite a staff of experts, who are working on it. Under 
no stretch of the imagination do I think that you can expect them to 
come up with a partial report this week and another one next month. 
They have given an overall study to the overall picture, and I beliey 
they ¥ going to come up with something worthwhile. 

Mr. Corserr. In talking about prefe rred rates, Mr. Withrow, you 
were eae that possibly we ought to have fifth-class mail or a 
third A class, and the loss in that class would be charged to the general 
fund and not to the Post Office? 

Mr. Wirnrow. That is exactly it. 

Mr. Corserr. That would be $50 million. 

Mr. Wirnrow. There are other preferments that 1 would like to 
have in that category, however. 

Mr. Gross. Will the gentleman yield for one brief observation? 

Mr. Wirnrow. Yes. 

Mr. Gross. Mr. Summerfield, it is far more unconscionable to me 
to see the deficit pile up at a rate of $5 billion of spending on various 
foreign giveaway schemes than to see what may be called an uncon- 
scionable deficit in the Post Office Department of some $500 million 
I do not agree with these deficits, but if there is anything unconscion- 
able the other is. 

We spent 19 days in this committee in hearings on the last postal 
rate increase bill, and there followed executive sessions, I would like 
to add, so I think this bill can be given ample study, too. 
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The CHAIRMAN lr. Davis is recognized. 

Mr. Davis. Thank vou 

Mir. Summerfield, in your statement under the heading, “The Post 
Office is a service operation,”’ you stated, and I read from it: 


Of course, the post office is a service operation, but does this mean it should be 
anced | thers than those who actually use the service? It would be extremely 
ecept passively the proposition that a service operation necessarily and 
ad 
i sa ut { 


Do vou feel that that policy should apply to other departments of 
he Government, or that it is a policy that applies peculiarly to post 


Postmaster General SumMerrFieip. The other departments. 

Mr. Davis. I am referring, for instance, now to the fact that we 
have a Weather Bureau, which is a service organization, that does not 
pav its way We have the Civil Aeronautics Board, wt 1 is a service 
operatio! and does not pay Ls Way, and th ! a! others \s a 
matter of fact, 1 have canvassed the situation in my mind, and | 
have not thought of a singel department or ageney of the Govern- 

h is a service operation, or which is not a service operation, 


that pavs its way, and does not have 2 deficit 


Postmaster General SumMERFIELD. Of course, I call vour attention 
to the fact that the other departments recerve no revenues such as the 
postal stablishment doe . 

Mr. Davis. Then is it your thought that the Post Office Depart- 
ment, b ise it does receive revenue, ought not to have a deficit, 
and sl dd in a different category from these other service depart- 
ments which also have deficits? 

Postmaster General SUMMERFIELD. I think it is in a different cate- 

yi ! think we all recognize it to be in a different category. 

Mr. Davis. And that principle applies to the Post Office Depart- 
ment, and should not apply to any of the other departments or 
' cles 

Postmaster General SUMMERFIELD. That is correct, sir. 

Mr. Corserr. Will you yield, Judge? 

What you are saying to us is that the Post Office Department is the 
only one that has a deficit because it is the only one that takes in 


iought of the Postmaster General with reference to that particular 


Davis. I just wanted to get the policy of the Department and 


Mr. Corsertr. Further on that point, this is the only agency of the 
Government about which you talk a deficit 

Mr. Davis. From what I have heard, ves. 

The CHarrMan. Just one observation there. Speaking now with 
respect to second- and third-class mail, is it not a fact that people who 
use second-and third-class mail after all are the people who are bene- 
fited by it financially? 

Ir. Cornett. People that use farm fertilizer benefit from it. 
The CuarrmMan. They are supposed to pay for it. 

Postmaster General SumMerrie.p. Mr. Chairman, we are trying 
awfully hard to solve the problems of the Post Office Department first. 

The CuarrMan. Mr. Murray. 

Mr. Murray. Mr. Chairman, I wish to compliment Mr, Stans on 
his fine and lucid explanation of the cost ascertainment system. Hav- 
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ing been on this committee for a number of years, I have heard the 
cost ascertainment system of the Post Office Department discussed 
pro and con on many, many occasions. I have heard certain users of 
second-, third-, and fourth-class mail bitterly and viciously assail the 
cost ascertainment system. I have never agreed with them. I may 
say that the statement of Mr. Stans was put in the most simple under- 
standable language for any layman to comprehend and I compliment 
him on the excellent explanation he made on the cost ascertainment 
system. 

I know a little about the cost ascertainment system because it has 
been discussed before this committee on so many occasions. This 
system has been thoroughly examined time and time again over the 
years. ‘The best accountants in our Nation, including Ernst & Ernst, 
have made exhaustive surveys of the cost ascertainment system 
of these accountants said the system used by the Post Office Depart- 
ment is basically sound. I believe in the vears 1944 and 1945, at the 
instance of this committee, the House appropriated $100,000 to make a 
further analysis and special study of the cost ascertainment svstem. 
The services of Mr. Charles A. Heiss, who was former comptroller of 
the American Telegraph & Telephone Co., were secured to head the 
staff. 

That staff, under the leadership and direction of Mr. Heiss, spent 
from 18 months to 2 years studying the cost ascertainment system 
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Mr. Heiss on several occasions appeared before this committee, giving 
us a report on the studies from time to time. Mr. Heiss, after a most 
thorough study, said that in his opinion this cost ascertainment system 
was basically sound. 

I am glad to hear Mr. Stans also corroborate these others who have 
testified as to the soundness and integrity of this cost ascertainment 
system. 

That is all, Mr. Chairman. 

The CHarrMan. Mr. Hagen is recognized 

Mr. Haaren. Mr. Murphy, this company that you mentioned, 
Ernst & Ernst, is an old reliable company. 

Mr. Murray. Yes. 

Mr. Haaren. And they made a study of this cost ascertainment 
system. 

Mr. Murray. Yes, 

Mr. Hagen. Mr. Summerfield, I want to say 7 in my opinion 


that the team here that you have here, headed by yourself, is the 
finest team of experts and good men and expe saad men we have 
ever had in the Post Office Department. That is my _ personal 
opinion. 


Mr. Murray. I hope the public will be convinced. 

Hacen. I believe the public will be convinced of that. How- 
ever, I want to add further that the best top athlete on any team 
does not get in there and do a 100 percent job in the first few months 
or first 6 weeks of practice in baseball or football. It will take a while 
for you men. You will learn quicker than most people because of 
your background and intelligence. That is why I have asked for 
complete and lengthy hearings, and also a postponement for a final 
consideration in January. 

I want to say in reference to a matter that has been discussed here 
a great deal this morning, in my opinion the paper profits on first 
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class are shown because of the fact that many costs are charged to 
second, third, and even perhaps fourth-class mail which properly 
should be charged to first class. That is my personal opinion, and 
it might be Anon with by you people. 

In the discussion I will develop today and tomorrow, if necessary, 
that point, and get your observation to the statements I will make 
along that line. 

| thought your statement on the cost ascertainment has been the 
most comprehensive in all the history of this system. I have some 
questions and observations to make on these 16 pages of your state- 
ment. In order to save the Postmaster General’s time, I will lay that 
aside for the moment. With your permission I will do that and go on 
with the other discussion I have. 

Some reference was made by the pee General as to the 
possible ace eptance by the American people of increased postal rates. 
I think he indicated they would accept the increase by and large. 

In the poll we secured from your office, however, it indicates, as I 
understand the poll—made in late March of this year—asked if they 
favored increase in first-class mail from 3 cents to 4 cents, the oppo- 
sition of men and women was 50 percent and 42 percent in favor and 
8 percent no opinion. So it would appear that the majority of the 
people do not favor increasing the rate from 3 to 4 cents on the first 
class. Apparently you intend to educate the people that that is 
right? Is that the program? 

Postmaster General SUMMERFIELD. We thought probably when the 
facts became known as they are in the process of these hearings with 
relation to the Post Office Department’s deficit, that the American 
people will readily accept these proposed changes, being interested 
in the greater problem to them of the tax problem. 

Mr. HaGen. I suppose it is the purpose of the opposition to show 
the American people that these rates are not justified. 

Postmaster General SUMMERFIELD. Personally, I am not in a posi- 
tion to tell you what the opposition will do. I have to leave that to 
others to provide that answer. 

Mr. Haagen. Have you made any special study recently of the past 
experiences of the Post Office Department with revenues when the 
rates were increased. In other words, as I have heard from the testi- 
mony given to us from time to time in the last 11 years, that I have 
been on this committee, there has been some evidence that the volume 
has decreased, at least in some instances, when the rate was increased. 
Have you made any study or survey of that particular phase of the 
problem recently? 

Mr. Wausn. I have never seen any figures that would indicate that 
the volume has decreased due to an increase in rates in any of the 
classes of mail. 

Mr. Hacen. In that connection, then, may I ask this question? 

Mr. Corserr. Will the gentleman yield just a moment? 

Mr. Hagen. Yes. 

Mr. Corserr. Without taking sides on this matter, we did hear in 
the raising of the airmail rates to 8 cents that the volume fell off so 
fast we were asked to reduce it to 6. 

Mr. Wausu. There were decreases in airmail. That is correct. 


I cannot agree that was on account of the rate. Immediately after 


the end of the war when there were a lot of people away from home. 
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They were returning to their homes, and there was naturally a less 
use of airmail. ; 

At about the time that the domestic airmail rate was increased 
from 6 cents to 8 cents in 1944, the volume of domestic airmail was 
decreasing, but this was more than offset by increases in the volume of 
foreign airmail to troops overseas, which increased materially due to 
transfers of military personnel from camps in this country to overseas 
stations. 

Mr. Corserr. I do not introduce that to influence the argument at 
this point. It is weird, then, that the solution was to reduce the rate 
in order to increase the volume? 

Mr. Wausu. That position was taken, but I am sure that the fore- 
cast on which it was predicated certainly was not substantiated by the 
volume we actually received. 

Mr. Corserr. We will leave the mistakes of the past buried. 

Mr. Moss. Will the gentleman yield? 

Mr. Haaen. I would be glad to. 

Mr. Moss. Pursuing that question a little further, when the airmail 
rates were reduced to 6 cents, was there a resultant increase involved? 

Mr. Wausu. Yes; the rate was reduced to 5 cents in 1946 and the 
volume increased but that was due primarily to the completion of the 
downward trend resulting from demobilization of the Armed Forces 
and the return of people to their homes. In 1949 when the rate was 
increased from 5 cents to 6 cents the volume continued to increase in 
spite of the increase in rate. This was due primarily to the increase 
in general business activity resulting in greater use of airmail service. 

Mr. Moss. Was there a marked increase after the reduction in the 
rate? 

Mr. Wausu. There was a continuation of an upward trend in the 
volume. 

Mr. Moss. Yousaid there had been a continuation after the increase 
of a downward trend. 

Mr. Watsu. Yes. 

Mr. Moss. Now you reduce the rate, and you say there is a con- 
tinuation of the upward trend. Were we on a downward or upward 
trend? 

Mr. Watsu. They were both due to causes, in my opinion, other 
than the postal rate, and they occurred at different times. For a 
period shortly after the war there was a period where the volume 
stabilized. 

Mr. Moss. You would say those were coincidental and not de- 
pendent upon the increases or decreases in the rate? 

Mr. Wausu. I would say neither were due to increases or decreases, 
but to other factors entirely. 

The CHarrmMan. Members of the committee who were here in the 
80th Congress will recall that this committee submitted legislation, 
and it was approved, whereby 5-cent mail was increased to 6-cent 
mail. At that time General Donaldson said it should be 7 cents 
if we were to increase it at all. He said he hesitated to advocate 
because we were so familiar with 5-cent mail. He said if we do 
increase it, it should be 7 cents. He did testify after that there was 
no diminishing in the amount of airmail by reason of the increase from 
5 to 6 cents. He said probably there were different factors that 
affected the matter, as the gentleman suggested, that is, increase in 
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business and something of that kind. He did not think there was a 
decrease in airmail because of the increase from 5 cents to 6 cents. 
Mr. Coie. At that time we also established the air parcel post to 
take up the space we were paying for in the airplanes as I recall. 
That was beneficial in the procedure. We thereby found that in 
dome that, the 6 cents would be sufficient, and denied the 7 cents 
requested by the then Postmaster General 
Mir. Wrrurow. In that respect, there, it seems to me it Is quite a 
coincidence that the same excuse is given for the falling off in volume 
when you raise the rate from 2 to 3 cents for first-class letters as you 
falling off of volume. The only difference is that 
you did not put the rate back to 2 cents as vou dropped the other 


are giving for this 


rate That is quite a come idence 

Mr. Haare» Alone that line, I recall that we increased the postal 
rate on post cards and postal cards some time around in the early 
thirties. At that time there was a great reduction in volume because 
of the increase, and then we immediately thereafter decreased that 


because of the fact that there was public reaction against it, and bus- 
iness suffered greatly 

\ir. Watsu. I can recall that we 

Mr HAGEN Along that same line, do you have the records how of 
the volume of business on the 2-cent postal cards and post cards in the 
Department for the last 6 months, or within the past year? Is that 
available? 

Mr WALSH. | do not have them. They are being developed how. 
That would effect fiscal year 1953. 

Mr. Hacen. You do not have it for the previous 6 months? Do 
you have them for the last 6 months of 1952? 

Mir. Wats. I think we could get them 

Mr. Hacen. Or the first 3 months of 1953. How soon would you 
have the complete figures for the fiseal year 1953 ending July 1? 

Mr. Wausu. We expect to have them sometime in December 

Mr. Hacen. The reason I bring this out is that business suffers 
greatly when there is a reduction of the volume of mail. When third- 


class volume drops, employment drops, business drops, income-tax 
receipts drop, and the same is true in the case of postal cards or air- 
mail, because it is a stimulant to business. It is something that keeps 


business going and pulls it together in its intercommunication method. 
l am interested in knowing more about the volume and the decrease 
in the volume if and when increases are made in first-class mail 
particularly. 

Would it be in order, Mr. Chairman, to have our staff make a study 
or survey of that with the cooperation of the Department? I think 
it is rather important to this particular hearing. 

The CHarrMan. Is the gentleman objecting to the increase in post 
ecards to 2 

Mr. Hacen. No. Lammakinganobjection. Here is the question; 
I will repeat it for you. Could we have made a study and survey and 
accurate facts and statistics on the effect of the volume on first-class 
mail—either first-class mail of the post card or postal card, or first- 
class local and nonlocal and airmail—the effect on the volume of the 
mail when first-class mail is increased in price? Is that a fair question? 
That information is important to this hearing, I think. In other 
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words, we want to know the impact on employment, and that is rather 
important these days. 

Postmaster General SumMMeERFIELD. As a matter of information, 
have you asked the Department in the last 5 or 6 months for that 
information, or is this the first request for it? 

Mr. Hacen. No; I have been thinking about it. Of course, not 
knowing when these hearings would come up, we had no reason to 
expect it. We wanted to wait—at least I am asking for the latest 
possible figures—for the reason that postal cards were just raised 
within the past 2 years and third class was raised within less than the 
past 2 years, so it would be difficult to expect you people to bave the 
information 6 months ago or 3 months ago or even today, because you 
have not as yet a full year of experience. It is well to compare a full 
vear with a previous full year. 

Mr. Wausu. From the preliminary information we do have there is 
an indication that mail that formerly had gone as post cards at 1 
cent, when the rate was increased to 2 cents was diverted to third- 
class mail at the 1%-cent rate. But I do not have the complete 
figures. 

Mr. Hacen. I happen to be the father of the airmail post card, and 
the airmail postal card at 4 cents. We fought that for years and 
finally got it through. It is my expectation, and it will be interesting 
to know later on, if we raise the airmail rate to 7 cents, and I pre- 
sume we will eventually, what the change will be in the pattern of 
mailing from the 7-cent airmail to the 4-cent postal card, and also 
from the 7-cent airmail to first class of 3 cents. 

Mr. Murray. Will the gentleman yield at that point? 

Mr. Haaren. Yes. 

Mr. Murray. I notice in the hearings conducted by this committee 
in 1951 that the gentleman stated he was willing to keep the differ- 
ential of 3 cents for postal cards and 2 cents for post cards. 

Mr. Hacen. I still am; that is true. 

Mr. Murray. You still are opposed to making the nonlocal mail 
rate 4 cents? Do you not agree nonlocal letters should pay more 
than local? 

Mr. Hacen. I do. At one time we had local mail at 1 cent. We 
have today local mail at 2 cents. 

Mr. WaLsH. Only the drop letters. 

Mr. Murray. Do you oppose the proposal of making nonlocal 
mail 4 cents and keeping local mail at 3 cents? 

Mr. Hacen. I am not ready to state my position on all these things 
until I get all the facts and information. That is the purpose of 
these hearings, and that is the purpose of the Carlson committee, 
and this advisory council that the Postmaster General has to assist 
him, and further the experience we might have from the increasing 
rates. In fact, on second class we have still one more increase in 
rates to go in, 

Mr. Murray. Do you not agree that the proposal of the Post- 
master General for this small increase on second-class mail is very, 
very moderate? The Postmaster General is asking only for an 
increase which will bring about $20 million in second-class mail. 

Mr. Hagen. It would be very moderate if it were justified. That 
is what I am trving to find out. You talk about moderate increases. 
In third class we had for about 100 years 1 cent. Many businesses 
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were developed on the basis of third-class mail. Then we had a 
raise of 50 percent at one time to a cent and a half, and now they 
propose within less than 2 years or about 2% years another 50 percent 
increase. In other words, within 2 years, a 100 percent increase in 
third-class mail after having it at 1 cent for approximately 100 
vears. That is a drastic increase. 

Mr. Gross. Will the gentleman yield at that point? 

Mr. HaGcen. Yes. 

Mr. Gross. We had a so-called moderate increase of $150 million 
vesterday in the perfume-titled Mutual Security Act. If that increase 
had not been made, there would be no call here for an increase in the 
first-class rate. The taxpayers are going to pay for that, too. 

Mr. Murray. I do not think that is proper here. It is extraneous. 
You call it a giveaway program. I call it a program for national 
security. It has no place in this discussion. 

Mr. Gross. Will the gentleman yield? That is the gentleman from 
Tennessee's opinion. He is entitled to it. I do not agree with him. 

The CHarrmMan. You may proceed with your questioning. 

Mr. Hacen. The post office rates, if they are too high—and I am 
not ready to say they are too high or low at this point—business will 
go down and so will that of the Post Office Department. So the 
question arises with volume going down, it always results in the cost 
per unit going up. There is always the possibility of your volume 
going down and your unit cost going up, so some businesses have 
discovered that the profits have decreased, and then there is a bigger 
deficit than before. 

Here is the question. In your experience of increasing some of 
these rates previously, did you find that you lost some customers or 
some customers decreased their mailing? I am talking of large users. 

Postmaster General SUMMERFIELD. I am sure you recognize this 
fact, Congressman. We are not running counter to the trends of the 
Nation when we ask for this increase. If we were asking for an 
increase in a depressed market, there could be some substance to that 
approach. But just yesterday they increased the rate of subway 
service in the city of New York. The costs have risen steadily 
throughout the country. 

In this particular Department, as you know, the salaries, wages, and 
all other items making up the cost of the postal establishment have 
gone up. They have in all other industries. We are far behind the 
trend, rather than ahead of it or in the reverse of it. As a business- 
man—and I use to a considerable extent both second- and third-class 
mail, and first class—I am not the least bit concerned that I am going 
to find it necessary to curtail the amount of classes of mail I use 
because of the increases. We have analyzed it very carefully, and I 
am sure it is obvious to most everyone that a nominal increase here is 
not going to be destructive to the economy of the country, or any 
particular segment. 

Mr. Hacen. | might say that the increases are contrary to the 
hopes of this new administration. This administration has attempted 
and will attempt and has been quite successful in lowering the con- 
sumer costs of some items. The Sears Roebuck catalog came out 
with many hundreds of reduced prices on items. Even some car 
manufacturers in some models have reduced their prices. Many 
manufacturing people of radios and other items have reduced their 
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prices to consumers. So this increase in the postal rate is contrary 
to at least a partial trend in some phases of business, and also con- 
trary to the announced policy of this administration, as I see it. 
I will grant your point that we are trying to eliminate this deficit 
or reduce it. 

Postmaster General SuMMeERFIELD. Do you consider this proposed 
legislation an administration matter? 

Mr. Hacen. I have no word from the President on it so I would 
not know. You are part of the administration, so I assume you 
represent the administration, because you are a part of the Cabinet. 

Postmaster General SuMMeRFIELD. I am sure the President would 
be very happy to reply to any questions vou care to ask him. 

Mr. Hacen. Increases in the second and third just were made 
recently. And as you have indicated yourself, they have geared 
their business pattern and activities on these various costs—take the 
farm publications. They have the subscription rates set up for 
2, 3 and even 5 years ahead of time. It is not exactly fair, I do not 
think, to them, to come out with a mail rate increase effective almost 
immediately. If it was a gradual increase or set ahead for 6 months 
or a year, they could adjust themselves a little bit. At least from 
then on they could increase their subscription price. 

So my appeal is if there is an increase granted in second or third 
class, and I happen to be a little doubtful about it at this time, then 
it certainly ought to be some time in the future. Do you agree with 
me in general on that statement? 

Postmaster General SUMMERFIELD. Your question is do I agree that 
there ought to be a gradual increase? 

Mr. HaGen. Rather than an immediate and complete increase. 

Postmaster General SUMMERFIELD. I think the immediate increase 
is past due. In the first place, I think the 10, 10, 10 should probably 
have been more at the time. The figures stand by themselves with 
respect to the condition of the Department, and indicate so clearly 
that there is a need for a substantial increase right now. We have 
divided it into two portions, 20, 20. 

Mr. HaGen. On second-class mail. 

Postmaster General SUMMERFIELD. Yes. 

Mr. Hacen. How about third? 

Postmaster General SUMMERFIELD. We are happy to do that. As 
I said so many times before, we have made our proposal to this 
committee. You ladies and gentlemen are the ratemaking group. 

Mr. Haaen. In other words, it is up to the committee and the 
Congress to set the time of the impact of these increased rates. 

This will be addressed to anyone who can answer it. Has anyone 
made any study on the impact of employment at the time the third- 
class-rate increase was put into effect? I will explain the question 
further by saying that many third-class-mail users have to im- 
mediately stop their present programs at the time of the increase in 
rates, because their selling price to customers is based on their costs. 
With an impact of a 50-percent increase in their costs, you can see 
that their selling price will be greatly changed. So they will either 
have to cancel their contracts, reduce their mailing, or start to elim- 
inate their mailing. If they do any one of those things, the impact 
on the printing industry, both from the executive side and the manage- 
ment side, as well as from the workers’ side, the union workers would 
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be great. The Vy the workers, would in many cases lose their jobs or be 
laid off or it would have an impact, in my opinion, on all labor. I 
think this business of direct mail is much over a billion dollars. They 
employ thousands of printers 

The CHarrmMan. The gentleman is talking about the cost of mail 
on that 50 percent 

Mir. HaGen. That is right, and now we propose another 50-percent 
ncereas 

The CHatrman. What I would be more interested to know is 
how much the cost of mailing is the cost of the business. 

Mir. Hacen. They operate on a close margin. If you are familiar 
vith the third-class mailing industry, and I am not too familiar with 
it, except that | have been told, they work on a very close margin. 
lt isa highly competitive business. 

Postmaster General SUMMERFIELD. They have to consider all other 
costs. It is difficult for me to believe that mailing costs should be 
excluded from all other costs 

Mr. HaGcen. But the overall cost of mailing third-class material is 
materially increased, perhaps 20 to 30 percent increased. Have you 
made any study on the impact of third-class business because of the 
raise, and the number of people, if any, which reduce their volume, 
and the effect it might have on employment in large printing areas? 
There are only a few what you call large printing areas in the country, 
although there are third-class printers throughout the country. 

Mr. Wausu. The only statistics which we have is in the volume of 
mail which has not decreased in any material way from the figures 
hat we can see 

Postmaster General SUMMERFIELD. Mr. Chairman, I understand a 
number of third-class users are going to appear before the committee, 
as well as second-class users and I| think they will develop their points 
themselves. I do not think the Post Office Department should 
attempt to develop their side of the story for them. 

Mr. Correrr. I ask the gentleman to yield at this point because 
I am very much concerned about an item on the third class in the bill. 
As I reeall the proposed increase on piece mail, which is delivered in 
bulk, is 2 cents. That is the proposal, is it not, to increase third 
class on the piece mail bulk to 2 cents as the minimum rate? 

Mr. Wausu. Yes. 

Mr. Corserr. What disturbs me is this fact. Some important 
portion of that mail is put out in postal card size, some billions of 
pieces 

Mr. Wausn. Yes, sir. 

Mr. Correrr. Now, if the third-class user facing that 2-cent item 
starts looking around, he can go to the Post Office, buy a post card, 
the Government pays for the paper, he can mail it first class as the 
same proposed third-class increase and he gets a Government card. 
He does not pay for the paper. So he can send that first class since 
it is proposed to charge 2 cents for third class. 

Mr. Wausn. That works the other way now, sir. Many things 
that formerly had gone as post cards 

Mr. Corserr. Why would any user of the mail, bundle his mail, 
sort it, pay his own cost of the paper in order to get third-class service 
when he can buy first-class service at Government expense? 
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Mr. Wausu. On those that could mail their matter on a card the 
size of a post card, they would have that choice as they do now. 

Mr. Corserr. Would anyone fail to choose the first class? 

Mr. Waxsu. Not on that. But that relatively is not a great nart 
of the third-class business. Most of the third-class mail is in the 
form of circulars which are enclosed in envelopes and contain more 
than the material that could be placed on a card. 

Mr. Corserr. When this attraction is put there, they are going 
to revert to it. When we were in the printing business, we printed 
thousands and thousands of Government cards, and mailed them 
out first class. Certainly now when that possibility is set forth, 
there is going to be a lot of people who will drop the circular and go 
to first class. 

That brings up another thing. We have uniform delivery service 
coming in city after city that is delivering these circulars for $8 a thou- 
sand, $7 a thousand, and which a lot of people are hoping that this in- 
crease goes through so they can go in the distribution business. 

When a person goes to 144, they go into the binding and purchasing 
their own paper, and putting the stamp on and have the permit 
printed. Surely some will go into first class. It prices the third class 
out of the market. 

Mr. Haagen. Here is a question concerning cost 1 am asking this 
at this point because I know you are all interested. Do you include 
the cost of the salaries and expenses of all of the post offices in your 
total costs from which you determine the relative cost for each unit of 
mail? 

Mr. Srans. Yes, sir. 

Mr. Hacen. Including, of course, the salaries of the postmasters, 
and so on? 

Mr. Srans. Yes, sir. 

Mr. Hacen. I think that is not quite fair to some users of the mail. 
For instance, in fourth-class post offices they do not get any third- or 
second-class mail to start from those offices, whereas a first-class does 
start from a fourth-class office. Third- and second-class mail go to 
some degree to a fourth-class office, and they distribute it. So, in 
your cost, in my opinion, you are in error if you figure the full cost of 
the operation of that fourth-class office and charge it relatively to users 
of second- and third-class mail. 

Mr. Srans. I am not sure you are right, because that third- and 
second-class mail picks up its share at the originating post office. 

Mr. Hagen. Thatisright. So, there isno cost to the fourth-class 
office in picking up mail or wclinatiinn second- and third-class mail 
at a fourth-class office as it would be on a first- and second- and some- 
times a third-class office. 

In case of the substations in Washington and New York, they are 
set up for the service of the people primarily for first class. I have 
checked with some of them already; so, I find that very few of the 
outlying stations, like the one a few blocks from the White House 
and others around the city, do not originate any second-class mail 
except in rare occasions, and virtually no third-class mail. But they 
do help to distribute it after it comes to them. In fact, some of them 
have boxes to distribute very little second-class and other mail of 
course in larger amounts. But the cost up to the point of receiving 
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it for distribution should certainly not be charged to second- and 
third-class mail because they are not using the service in any degree. 
So, how can you charge a full relative cost of those substations to 
second- and third-class mail 
Mir. Srans. The costs are charged wherever the mail is handled. 
Mir. Hagen. It is not handled, sir, until it is ready for distribution. 
So, the cost in the first-class office for second and third per unit would 
be much greater than in a substation where it is only handled at the 


oe age 


time of distribution, and only to a very limited degree. Some do not 
even have boxes, and some do have boxes. 

Mr. Srans. I am sorry. I have either confused you or you have 
confused me. The costs are charged at every point at which the s 
mail is handled, incoming or outgoing. 

Mr. Hacen. The question I asked you earlier was if the costs of 
the salaries of the operation of the fourth-class post offices is a part 
of your total cost out of which you determine the costs of the various 
tvpes of mau 

Mr. Srans. That is done solely on the basis of the mail handled in 

hat office, in and out 

Mr. Haagen. Then, for instance, in a fourth-class office, all the costs, 

s far as collecting mail and handling it to go out, are not charged to 
isers Of second- Ol third-cla - mail? 

Mir. Stans. Unless there is any second- or third-class mail handled, 
there is no charge against it 

Mr. Hacenx. That information is not broken down in any report 

( have 

Mir. Svans. I will be happy to break it down for you and show you 
that is thr case To! the record 

The CHarrmMan. Will you furnish that? 

Mr. Srans. I will furnish a statement as to how it is done. 

The information ts as follows 

USTRATION OF Cost ASCER' MENT IN FourtTH-CLAss Post OFFIC! 
AV TThe oO the postma I f the fourth-class post office at Warfield, Va., 
ur {15 percent expense allowance amounted to $2,869.02, in 1952. 
Cx tainment informs Leing collected at this post office once every 
e current vear l eek beginning August 25, 1952, was one of 
for \ counts and expense allocations are being determined. 
fice has mn riginatin second-class mail and no originating bulk 
iil Origzinat a all other classes during the week totaled 499 
rr distribution to local patrons or for 
otaled 1,808 p Of this, 383 were second class and 419 were 
i 
( idles are mac ! ) eat other intervals, the last being during the 
per {from Ja arv 19 to February 7. 1353 i hese tin e studies are made * 
umount of t ereyuired te andle a piece of each class of outgoing 
a and ilarly t separ v, the an time to handle a piece of each 
mai i} ia idies are made in seconds, and the averaye 
‘ rted of as | 
i er ol ple © of each A f outzeing and incoming mail handled is . 
plied by the average time unit so detern ined to establish the total time 
abi o each class of ma 1 hv alarv and expense allowance of the post 
er is then apportto ! vil he salaries of other fourth Class post offices, to 
eacl ass of mail and service a rding to the ratio of total time allocated to the 
i ( i 1 Ass ia is I 

hus, it is clear that no cost is charged to orivinating second-class or bulk third 

class mail at this post office, since none of such mail enters into the time or the 
l Stat x the fice \ proper share Of Cost Is ¢ harge 1, however, 
to the second-class and third-class mail delivered from the office 


ere 





ae 


POSTAL-RATE REVISION Qi, 


Mr. Hacen. In other words, take the example of a branch office 
like any one here If you made a test and survey of it, you will find 
that second- and third-class mail do not originate in those offices 

Mr. Stans. Then they are not charged with any originating expense 
The expenses are charged to the mail that comes in and is delivered 

Mr. HaGcen. Time is going to be rather limited. These are ques 
tions at random that I have been asking you. I do have a pattern of 
information | would like to develop; so, ] will rive you the heading 
s0 you know what to expect in subsequent hearings. I would like to 
discuss in detail the economies in savings by the more efficient opera 
tion of the Post Office Department. It is very important for us to 
know the amount of money that you expect to save, and where you ars 
going to save it, and how to save it. 

Another general subject will be public services and work done by the 
Post Office Department. They sell defense bonds; they assist the 
Civil Service Commission. They put up posters for the FBI for th 
lobby, and a dozen public-service items. Some cost only a it 
thousand dollars, and some run into several millions 

The third item would be the matter of subsidies and special low-rat: 
items 

Mr. Murray. Do you mean you want to prolong the examinatior 

Mr. Hagen. No; I do not want to prolong it 


Postmaster General SuMMERFIELD. These questions are quit 
familiar. I have heard them directly from one of the large second- 
class users. 

Mr. HaGen. One will be on service and subsidies for service. The 


are the things I will want to develop. 

Mr. Murray. Have you finished your examination? 

Mr. Hagen. I have hardly started. It is 12 o’clock; so, I will not 
prolong the hearing at this time 

The CHArRMAN. You may prolong it you wish. 

Mr. Hacen. No; I do not want to infringe on the prerogatives of 
the House. 

The CHAIRMAN. Go ahead if you want to ask questions 

Postmaster General SUMMERFIELD. Do | understand you have been 
a member of the committee for 11 years? 

Mr. HaGen. Yes. 

Postmaster General SUMMERFIELD. You have a lot of accumulated 
information and data yourself that you might want to make available 
to the Post Office Department 

Mr. Hacen. |] might do that I think it might come out in the 
testimony 

Postmaste! Creneral SUMMERFIELD We wo ild bye vlad to recelve 
anytime at our offices 

Mr H AGEN | would rather wive it to vou here where the committer 
can hear it and understand it Thank vou ve ry much 

The CHarman. The committee will recess now. It has just been 
suggested, and I think the Chair will say we will have an executive 
session at 10 o’clock, and Mr. Summerfield and his staff will be here 
at 10:30. 

(Thereupon, at 12 o’clock noon, a recess was 
July 16, 1953, at 10:30 a. m 


aken until Thursday 
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THURSDAY, JULY 16, 1953 


Housr or REPRESENTATIVES, 
CoMMITTEE ON Post OrFice AND CivIL SERVICE, 
Washington, D. C. 

The committee met, pursuant to recess, at 11:30 a. m., in the com- 
mittee room of the House Committee on Post Office and Civil Service, 
the Honorable Edward H. Rees (chairman) presiding. 

The CHarrMan. The committee will be in order. 

We will resume our hearing on H. R. 6052. 

When the committee adjourned on yesterday, members of the com- 
mittee had questioned the Postmaster General, together with his 
assistant, Mr. Stans, in respect to H. R. 6052. 

All members were given an opportunity to make inquiry, and at the 
time of our recess on yesterday Mr. Hagen was questioning the Post- 
master General and Mr. Stans. 

Mr. Hagen may proceed with his questioning if he desires to do so. 

Mr. Hagen. Mr. Chairman and members of the committee, Mr 
Postmaster General, and associates, | would like to get this in as clear 
form as I can, and I asked the clerk of our committee to compile the 
totals as we go along in the various categories of information on which 
we would like to dwell here. ; 

I would like to know for the committee what are the proposed 
additional revenues which are now pending or that which will be 
proposed shortly. 

I realize that you have some of them itemized, but do you have the 
amounts? Then give us the additional information that you have 
in mind so that we can foresee the additional revenues? 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL, ACCOMPANIED BY CHARLES R. HOOK, JR., DEPUTY 
POSTMASTER GENERAL; ALBERT J. ROBERTSON, ASSISTANT 
POSTMASTER GENERAL; MAURICE H. STANS, EXECUTIVE PART- 
NER, ALEXANDER GRANT & CO; EDMUND J. WALSH, ASSISTANT 
CONTROLLER; A. B. STROM, ADMINISTRATIVE ASSISTANT TO 
THE POSTMASTER GENERAL; BEN H. GUILL, EXECUTIVE ASSIS- 
TANT TO THE POSTMASTER GENERAL; L. ROHE WALTER, 
SPECIAL ASSISTANT TO THE POSTMASTER GENERAL; GERALD 
CULLINAN, CONFIDENTIAL ASSISTANT TO THE POSTMASTER 
GENERAL; AND A. C. HAHN, EXECUTIVE DIRECTOR, BUREAU 
OF TRANSPORTATION-—Resumed 


Postmaster General SumMerFieLD. Do you mean the figures we 
were referring to the other day? 
Mr. Hacen. You have the parcel-post increase? 
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Postmaster General SUMMERFIELD. Correct 

Mr. Hagen. And that is around approximately how much in this 
coming fiscal year? 

Postmaster General SUMMERFIELD. We anticipate it will be approxi- 

ately $160 million, on an annual basis, sir 

Mr. Hagen. In other words, from July 1 of this year? 

Postmaster General SUMMERFIELD. No, sir; it is effective October 1. 
We try to be fair with the users and give them chance to get their 

ital oS corrected, 

Mr. HaGcen. So, after you get into another full fiscal vear, you 
anticipate $160 million approximate more revenue on parcel post; 


S that riven 
Postmaster General SUMMERFIELD. That is correct, sir. 
Mii i] ( lL noti | ul raised the box rents Do you have a 
alone and separate for the increased revenue that will com 
Postmaster General SUuMM teLD. I do not think it is indicated in 
art separately; it is approximately $5 million. It is in the 
$40 1 on on chart N { 
Mir. Hacen. The rest of the $40 million with respect to additional 
( 1¢@ comes mostly from special services, I take it. At any rate, 
yu give us the breakdown of the various special services from 
h you ll get the additional $35 million revenue approximately 
Postmaster Ge ral S IM CFI p. Nii Walsh, Can you break that 
qicap\y we 
\ir. W su. The additional amount comes primarily from increases 
; ] 


C nau 
vin i \GEN Would that be oftean mall. 
NI Wausau. Yes; which would amount to about $27,800,000. The 


bal: of approximately $7 million would come from increases in 
or some of the special services under the authority of the Post- 
Cs ; 
\i HA Such 
Mir. W 1. Such as insurance and the fees for services in connec- 


on with furnishing addresses and furnishing changes in addresses, 
and notifications of matiers of third- and fourth-class mail on form 3547 


of changes in address. and correcting mailing lists. 
Mr. Hacen. Does it also melude registry mail? 


\ir. Wausu. There is no allowance in there for changing registry 


frees 

Mir. HaGen. You are not anticipating making any changes there, 
is h iL | olt 

Mr. Wausn. Not at this time, sir 


\lr. HAaGen. How about the return receipt on registered mail; 
are vou changing the fee on that? 


: : : ' c 
\ir. Wausa. It is not in those figures, sir. 


Vir. Hacen. The registry is really going to be the same? 

Mir. Wat I Ther l o allowance In those figures for it. 

Mr. H N. How about the money-order fees? 

\ir. WausH. We have anvthing in there for domestic money 
orcel eitl There is : it $100,000 for increased fees for inter- 


ional money orders, which have not been changed for many years. 
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Mr. Hacen. Do you have any anticipated program along that line 
at the present time? 

Postmaster General SumMMerRFIELD. We are studying that, Mi 
Congressman. We are trying to be completely fair and accurate in 
our approach. 

Mr. Hacen. How about foreign airmail? Is there any change o 
increase of rates there throughout the world? 

Mr. Watsn. Nog, sir. 

Mr. H AGEN. Do you have the breakdown on the profit, if any, on 
foreign airmail? Or is there a deficit on it? 

Mr. Wausn. There is a deficit on it 

In 1952, on the foreign airmail there was a deficit of $17,500,000 
On international air parcel post there was a deficit of $6,675,000. 

Mr. Hacen. Does the Postmaster General have wuthority himse 
to change the rates in these two items that you just mentioned, or ts 
that done by law? Would he have authority himself, or the Depart 
ment, to change those rates so that you could overcome the two 
deficits you just mentioned? 

Mr. Wausu. I believe the Department has the authority 

Mr. Hacen. Have you given any thought as yet to that progr 
of overcoming the deficit? 

Mr. Murray. Will the gentleman vield? 

Mr. Hacen. Yes 

Mi MuRRAY | thought the foreien-airmail rates wet set by 


international agreement or international conference Is that correct 


Postmaster General SUMMERFIELD. Foreign-airmail rates are base 
on international agreements. So is the veneral rewular mail, sn 


I think it would be of interest to vou folks to know that the int 


national agreement, of course, is the route which we have to follow 
in setting the recular surfact rates as well 

You might be interested in knowing that these increases that 
have placed in these rates are still in many instances less than what 
they are of other countries coming to this countrs 


Mr. Botron. Will the gentleman vield for clarification? 

Mr. HaGen. Yes. 

Mr Botton. Mr. Postmaster Ge eral, it was indicated that the 
was a deficit of the foreign airmail of $17 million, and international 
air parcel post of some $6 million. plu 
Relating it to domestic airmail, how much of that is subsidy 
Would vou consider that in the same wav that vou consider subsidy 
for airmail here? 


Postmaster General SuMMERFIELD. There is subsidv in domestic 


( 


j 


airmail to the extent of about $35 million, and foreign airmail of 
$44 million 

Mr. Gross. Will the gentleman vield at that point? 

Mr. HaceEn. Yes 


Mr. Gross. I understand the Post Office Department operates a 


post office in the United Nations Headquarters at New York Is 
that correct? 

Postmaster General SUMMERFIELD. That is right 

Mr. Gross. What is the experience there with revenue? Is tha 


costing us money, or are we making money? 
Postmaster General SUMMERFIELD. | could not give you the answe 


aN = 7 
this morning, sir 
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Mr. Gross. | wonder if you could give us some information on that 

later date? 

Postmaster General SUMMERFIELD. Any specific information —in 
fact, it would facilitate it if vou would make a list of information like 
that and we would be glad to present it to you the following morning. 

The information requested follows: 


United Nations Post Office is operated in the headquarters district of the 
United Nations under an agreement between the United States and the United 
Nations signed at New York on March 28, 1951. The agreement provides that 


the United Nations will furnish at its expense the postage stamps and postmarking 
quipment used in the United Nations Post Office and furnish the quarters in 


which the post office is conducted The United States furnishes the equipment 
for the post office and the personnel required to operate it. The unit is operated 
as @ statio if New York The United States postal service retains all the revenue 


obtained from the sale of stamps at the United Nations Post Office. The United 
"evel bt » sale of stamps through their 


2. 


During the calendar vear 1952 the revenues received by the United States were 
50.359.95: the estimated costs incurred by the United States Post Office were 


3 
239,000, leaving an estimated profit of approximately $111,000. 


>» ) 
$23 
Mr. Gross. Thank you 

Mi — Mr. Summerfield, are there any other items now 
which you have now or shortly intend to increase the rates or increase 
the revenue, other than these vou mentioned this morning? Do you 
or your staff recall any others? 

Postmaster General SuMMERFIELD. The matter you discussed in 
executive session, the penalty mail, is all that we have at the moment. 

Mr. HaGren. | see a news item in a paper, as suggested by Congress- 
man Latham, Republican of New York, with respect to advertising 
on mailboxes and trucks to bring in revenue. Have you considered 
the suggestion, or do you intend to consider it, or is it worth consider- 
ing? Does it have any possibilities, in other words? 

Postmaster General SUMMERFIELD. We have been using it to date 
strictly for charitable or governmental purposes 

It has been under discussion, sir. 

Mr. Hagen. Now I want to discuss with vou the various public 
services offered by the Post Office Department. It involves a big 
field. I would like to discuss it for the purpos e of showing the Post 
Office Department is a public-servi¢ ‘e agency and spends a lot of time, 
effort, and considerable money in being of service to all the people 
of the country and many othe Gaasdiaas of the Government. 

The cost, in my opinion, should not be borne by the users of the 
mail, but should be borne by all of the taxpayers of the country. 

We will discuss it as I go into each item, if that is all right. 

Postmaster General SUMMERFIELD. Your position is quite apparent 
to me, sir. 

Mr. Hagen. In the case of custodial service, other than those under 
the jurisdiction of the General Services Administration, the Fost 
Office Department pays for the custodial service, is that right? 

Postmaster General SUMMERFIELD. That is correct. 

Mr. Hacen. In these offices, most of the first class and many of the 
second class—lI believe there are many Federal agencies and offices in 
these buildings, such as the Internal Revenue Bureau, Selective 
Service, the recruiting service for the Armed Forces, Farm Security 
Administration, Farm Home Administration, and many other branches 
of Government and, in some cases, congressional offices. Those 
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charges for custodial services to clean up those offices—the light, heat, 
repair, and maintenance—are paid now, as I understand it—and, if I 
am not correct, [ am asking you the question—by the Post Office 
Department from its revenues which it receives from users of the 
mail; is that right? 

Mr. Stans. Mr. Hagen, the expenses of the Post Office Department 
for custodial services in buildings under its care amount to about 
$9,300,000. 

On the other hand, the Post Office Department occupies quarters 
in Government buildings under the jurisdiction of the General Services 
Administration, and their expenses are estimated to amount to about 
$14,500,000 for space occupied by the Post Office Department. So, 
if we get into that we are going to lose about $5 million for the Post 
Office Department. 

Mr. Hagen. In other words, the Post Office Department is getting 
the best of the deal, is that correct? 

Mr. Srans. It looks like it on that one. 

Mr. Haaen. I believe the Post Office Department seils revenue 
and documentary stamps throughout the country. Is there a loss, 
in addition to the service to the people—which it really is—is there a 
loss in the handling of it? 

I believe you indicated that in the report, but I want to get it down 
here and segregate it from the others. 

Mr. Stans. The loss in 1952 was about $285,000. 

Mr. Hagen. But that again, of course, is a service to the Depart- 
ment which originates these revenue and documentary stamps, which 
I presume is the Treasury and what other departments? 

Mr. Stans. The Treasury for documentary stamps. 

We also sell the bird stamps, migratory-bird stamps. 

Mr. Hacen. The documentary stamps and revenue stamps are 
only for the Treasury Department, is that right? Or do some of 
the other Government agencies sell these documentary stamps? 

Mr. Srans. There are no others. 

Mr. Hacen. I will yield to Mr. Corbett. 

Mr. Corperr. I want to make a suggestion on this. 

As much as we all want every bit of revenue, I think we ought to 
recognize the misuse of Government property, and I think it is a 
rather undignified use of Government property to carry the ads of 
any commercial item. 

I only wanted to make that observation because I did not want 
this to rest without any suggestion to the contrary. Certainly it 
would return revenue, but it would also be a very odd thing to see 
United States mailtrucks with beer ads on them or anything else on 
them going down the street. 

Mr. Hagen. Thank you, Mr. Corbett. 

I presume, if this proposal is considered, our committee would be 
considered. 

Postmaster General SumMERFIELD. In the event, sir, that advertis- 
ing is placed on the post-office equipment throughout this country, 
we certainly would like to have it spelled out by this committee and 
the Congress as to just what type of advertising we could accept. 

The Cuarrman. If I might interrupt, the Chair has already had a 
report on the Latham bill, but we would certainly dislike to see the 
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mailtrucks going down the street with beer signs and things of that 
kind to make money for the Government. 

If we are going to get to the point of having to raise money for the 
Government by beer signs on mailtrucks, we are getting pretty cheap. 

Postmaster General SuMMERFIELD. May I make a further 
observation? 

The CHarrMan. Briefly; ves, sir. 

Postmaster General SUMMERFIELD. We do not want to be in com- 
petition with second class, either 

Mr. HaGen. I think you made a very fine statement. I agree with 
you 100 percent, Mr. Chairman 

The Department also has a very fine service to the sportsmen of the 
country and the hunters by selling migratory-bird stamps at, I believe, 
all the offices in the country, no doubt. 

Can vou tell us at this point the loss on that, if any, or whether there 
Is a profit? . 

Mr. Srans. We failed of full reimbursement by $120,000 in ’52, 
and we are asking the Department of the Interior to reimburse us in 
full for next vear 

Mr. HaGcen. In other words, vou are going to have added revenue 
compared to last, is that right? 

Mir. Srans. Not the year we are in now. The earliest we could get 


1) ; “pagan 5 
would be for the °55 fiseal vear 


Mir. Hacen. You have been able to convince the Department to 
pav for this loss? 

Vil STANS. No. su We are hoping to convince the Department 

hould pay for it 

Mir. HaGen. These items are small, but when you get them all 
together, they may add up to quite a few million dollars. 

In the case of the defense bonds, the service the Post Office renders 
the country by selling them, is there a profit, or loss; and if so, how 
1c last available figure on the sale of bonds? 

Mir. Stans. We showed a loss of $350,000 in 752. 

Mr. Hacenx. Do vou anticipate trying to get any compensation 
mm the Treasury Department for that loss? 

Mr. S1 cs. We are trving to reduce the amount of service we do 


hookk« eping we do in that connection to avoid 


1 amount of 
Mr. Hacen. You have a postal savings system in the Post Office 
Department Will vou give us the figures at this point for the profit 

Postmaster General SUMMERFIELD. I repeat, Mr. Congressman, if 
I may, that we will be glad to prepare a complete list and breakdown 
of all those items, and conserve vour valuable time and have it ready 


Mir. Hagen. We would like to have it for the record, for the com- 
mittee members and for the large numbers of people here. 

This is primarily for the committee, and secondly 

Mr. Gupsrr. Will the gentleman yield? 

\ir. Hacen. I will be glad to yield. 
r. Gupser. | am asking you to yield because by a combination 
of circumstances I have not been able to say anything in this matter 
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It strikes me, as a freshman sitting here in my first term, that this 
hearing is going on a little too long and that if we continue in the 
manner that we have set up to follow, we are not going to get this 
to the floor of the House for debate this session. 

I am a little bit concerned about it. As you know I am a farmer; 
I admit I am a little bit inclined to look at all legislation through a 
farmer’s eyes. So yesterday I heard something in the hearings here 
that aroused my interest. I went to my files where I have a com- 
modity credit report for financial conditions and operations. I looked 
up the amount of farm subsidies that had been paid to farmers ia the 
United States since the inception of the farm subsidy program through 
the Production and Marketing Administration. 

I found out that exclusive of wartime consumer subsidies, the total 
amount of subsidies paid to farmers in the United States since the 
beginning of that program has been $752,106,888. Then I just 
could not help but think that here we, since 1933, according to the 
testimony presented in this committee vesterday, have subsidized, 
through second-class mail, to the publishers of the United States, 
to the extent of $2,467,918,250. 

In other words, the farmers, 5 million of them in this country, 
producing 7 percent of the wealth of this country, have been sub- 
sidized to the extent of 30 percent of 2,500 newspaper publishers. 

Now, as a farmer—incidentally, 1 represent a farm district that 
does not get any subsidies, and | would like to see subsidies abandoned 
as soon as we can possibly do it—but if I represented a farm area I 
think that I could not go home to my people and tell them that we 
did not vote this session on a bill which would equalize the situation 
where 2,500 publishers are getting three times as much as 5 million 
farmers that produce 7 percent of the Nation’s wealth. 

So I point this out merely to urge upon you that the Department 
has come here with a proposal. It has been well worked out. <Ad- 
mittedly we do not have all the details about the costs for selling 
war bonds and that sort of thing, but the fact remains that we have a 
postal deficit of $2 million each operating day. 

[ think we owe it to our people at home, we owe it to our farmers 
in particular, to get this bill out of here, speed up these hearings, to 
resort to no delaying tactics and get the bill to the floor of the House 
for a vote this session. 

Mr. Murray. Will the gentleman yield? 

Mr. HaGceEn. I will be glad to vield 

Mr. Murray. I am sure you meant to include a loss in third-class 
mail? 

Mr. Gusser. The subsidy on third-class mail is $862,904,000 which 
is, if 1 am not mistaken, about $100 million more than the farmers have 
received in subsidies since 1933. 

Now, I think that is a little different outlook. When I saw that, 
representing a farm district interested in farm matters, of America 
milking the American public and getting things for nothing, I just 
thought it might be well to point out that 2,500 publishers are getting 
something for nothing in this country. I think it is time that we 
faced our responsibility and brought this to the floor of the House and 
settled it once and for all. 

Mr. Hacen. I thank you for the contribution. 
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Mr. Wirnrow. Will the gentleman yield? 

Mr. Hagen. On the point of the subsidies to farmers, do you 
realize that in some cases the Commodity Credit Corporation made a 
profit of many millions of dollars on the handling of some farm 
products? 

Mr. Gunrser. There is an asterisk on this, Mr. Hagen, which says 
total $752,106,888 for subsidies, exclusive of wartime subsidy costs. 

All the proponents of subsidies, debates in the past on the floor have 
disclaimed the wartime consumer subsidy as part of the farm subsidy 
program 

Mr. Hacen. In some of the years they made a profit on the program 
on some of the items. These subsidies, of course, are in dispute. 

That is a point I am trying to bring out in this hearing so that all of 
us know just what these added charges are. 

I agree with vou that we should identify some of these subsidies. 
I am trying to show that we have some subsidies in the Post Office 
Department to other branches of the Government that should be at 
least shown up and clearly designated as subsidies to the Post Office 
Department so that the Post Office Department is not required to 
pay for those subsidies, and the users of the mail are not required to 
pay for those subsidies 

Mr. Gupser. | want the gentleman to be very certain of my intent. 

Mr. Hacen. I will be glad to yield 

Mir. Gupsrer. I was so completely shocked at these figures that it 
only impressed upon me the necessity for getting this bill out of com- 
mittee and bring it to the floor for honest and intelligent discussion. 

There are parts of this bill that I oppose, and I serve notice here 
now that I will propose amendments on the floor, if it reaches the 
floor; deleting certain portions of the bill, raising certain rates, be- 
cause I do not agree with the Department entirely. 

However, I think this is such an important issue that I merely 
mention this as a means of encouraging the group to hurry along 
with these hearings, give everyone a chance to be heard and let us 
stand up and be counted 

Mr. Hagen. All right, let us discuss this bill so that the committee 
will know better how to report the bill, whatever it may be. 

| will go along rapidly. Iam getting a lot of information here and 
l am happy to continue along. 

The purpose of this hearing is to get this information before the 
new members as well as the old. I learn something every day about 
these complicated matters 

This hearing probably will be the shortest hearing we have held on 
any major postal legislation. All hearings have been quite lengthy, 
for a period of 2 or 3 months. As I foresee this situation, it may be 
a matter of only 2 or 3 weeks. So it is apt to be a shorter hearing on 
a perhaps more comprehensive measure than any postal bill we con- 
sidered before because it includes first-, second-, and third-class mail. 

[ yield to Mr. Withrow. 

Mr. Wirnrow. I heartily agree with the gentleman in regard to 
these subsidies. It is just a matter of how we are going about to 
eliminate or where we are going to place the burden. 

There were developments in the committee here in regard to these 
preferred rates or people who are given subsidies, if you wish to call 
it that. So I introduced a measure yesterday in Congress which pro- 
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vides for the establishment of a fifth class of mail, in which all of these 
preferred groups that are receiving preferred status would be placed, 
so that we could definitely know just exactly how much they are 
getting. 

Now, in regard to the hearings, every question I believe that I have 
asked has been what I thought at least was a pertinent question. 1 
do not intend to delay these hearings at all. I think they ought to go 
along, but I do think they should be thorough. 

I have a letter here that 1 am going to read, if you do not mind. 
They have also contacted you, Mr. Postmaster General, and I believe 
that it pretty well states the position that I feel the publishers are in, 
the position that I am in. 

Now, this is over the signature of W. T. Burgess, of LaCrosse, Wis., 
who is a publisher of a large daily newspaper in my home town and a 
very fine gentleman and a very good friend of mine, incidentally. He 
is chairman of the legislative committee of the Inland Daily Press 
Association. There are about 500 daily newspapers in that group 
He is the chairman of that legislative committee. 

I think he has expressed to you the same sentiments in letters that 
were sent to you that he is expressing right here, and I would like to 
read this into the record: 

As you are now aware from my wire, the committee hearings on the proposed 
postal rates has caught our association completely by surprise 

Postmaster General SUMMERFIELD. Amazing. 

Mr. Witrnrow. And part of that was due to my opinion on if. 
[Reading:] 


I think it was your own opinion that there would be nothing done at this session 


I believe that I was right in voicing that opinion because this bill was 
only introduced July 

Postmaster General SUMMERFIELD. Would you yield just a second, 
sir? 

Do you mean to say that you thought that the Post Office Depart- 
ment would sit idly by and see $2 million every day accumulate with 
this already astronomical deficit until some time in the far distant 
future? 

Mr. WirnHrow. As a matier of fact, I think you have done an 
excellent job so far. I do not think you ought to be too hasty and 
make some mistakes here. That is my opinion. 

You have materially reduced the deficit right now by actions of your 
department, you, as the Postmaster General. Now it comes down to 
where you are going farther than that. 

Now, I would like to read the letter. 

Postmaster General SumMeRFIELD. I beg pardon, sir. I am not 
trying to go further than to reduce the deficit. 

Mr. Wirnrow. You have it down now to say $350 million. 

Postmaster General SuMMERFIELD. But would you rather have us 
stop? Do you not interpret our responsibility to go just as far as it is 
humanly practical to reduce it? 

Mr. Wirxrow. I want you to z0 on, but we want to do it in an 
orderly process here before the committee. We want to be able to 
determine that and take our responsibility as to how vou should move. 


I think it was your own opinion that there would be nothing done at this session 
And while we weren’t too surprised at the Postmaster General’s filing the plen 
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of raised increased revenues, we didn’t think that Congress would take it up at this 
time. 

As you are aware, the service deteriorated badly in the last few years. Mr. 
Summerfield promised, and [ think the Department is making a valiant effort 


to improve the service 
and I do, too 


\t the same time, my committee of publishers from the membership of the 


Inland Da Press Association, made a detailed study of the service and recoin- 
mendations for improvements which we prepared in a brochure and placed in Mr 
Summerfield’s hands without putting any pressures on the postal department 
We thought it fair to giv time to improve the service 

I think that a valiant effort is being made along these lines However, it 
does seem out of line to talk rate ine ses before we see the results of the Depart- 

s efforts to improve the servic 

Frankly, this hearing eatehe y committee by surprise and unprepared to do a 

rr able job « ppearing befor our committee on the subject Until we see 


the results of the improved service, our newsp2pers are not ready to say whether 
we are Oppose lto the rate inerease or not 


While the 42 percent proposed increase on the top of the already installed 20 





percent increase seems like a jolt, I think personally that many publishers would 
a th at least a part of it if they can see an improved service. Unfortu- 
arely we have not had an opportunity to question our membership on their 
I ( creast and d | } ed to do this before next vear’s eongres 

so as to make an honest appearance before your committee on the 


papers of the Middle West would back me strongly when I state that 


committee would be doing the country a service if it put off consideration of 
ese rat nereases until the next session By that time TIT promise vou we will 
r committ i fair appraisal of our position on the matter 


It is siened William T. Burgess 
ostmaster Ceneral SumMerriecLp. Mr. Chairman, if | might 

The CuarrmMan. Yes 

Postmaster General SUMMERFIELD. For your information and for 
the record, weeks avo, at the annual convention of the publishers 
and editors held in Washington, D. C., at the Statler Hotel, | appeared 
and discussed enzth the problem of the Post Offee Establishment. 
including the problem of the question of raising of rates. At the con- 
clusion of my prepared address | subjected myself to interrogation 
by the members of that audience, at which time | made my position 
perfectly clear to the publishers throughout this entire Nation. 

So [am at a loss to understand why this gentleman, who represents 
so many publishers, takes the posit.on he does in that letter. 

I just want to make that clear to you. 

Mr. Wrrnrow. He is a very fair gentleman. 

Postmaster General SuMMERFIELD. I am sure. I just want you to 
know, sir, that I went forward before I ever came to this committee 
with our program for your consideration; that we made every effort. 
| think I made either 10 or 12 major speeches—major to me because 
they were of major importance to the public of this Nation—in which 
| outlined the condition of the Post Office Department, what the prob- 
lems were, what we intended to do in the way of efficiencies and so 
forth. I said that a rate increase was absolutely hecessary and im- 
perative. This was in order to be sure that people had an ample 
opportunity to be prepared. 

This is not the first time, sir, that a rate increase has been proposed, 
and I think everyone in this room recognizes that opponents will use 
the same arguments, the same reasons, the same attempt for justifica- 
tion in these hearings as they have in the past. 


it | 
ol 


POSTAL-RATE REVISION 109 


I would just like to have that inserted in the record, Mr. Chairman 

Thank you. 

Mr. Ruopes. Will the gentleman yield? 

Mr. Haaen. I would like to continue, but go ahead, Mr. Rhodes. 

Mr. Ruopes. Mr. Chairman, I would like to say first, I am in favor 
of increasing the postal rates. As I said before I think you go too 
far in raising the first class and not going far enough in second. But 
it is my opinion that the rates should be raised 

I know a number of the members share my view that we do not 
think it is good policy to come here at this late time when you might 
have come before us here 2 or 3 weeks before. 

I am also concerned that no action has yet been taken, and nothing 
has been done so far on the proposal to pay increases for postal em- 
ployees. I think such legislation should be considered together with 
rate increases so that we can get an intelligent understanding of the 
overall problem. 

Mr. Gusser. Will the gentleman yield? 

Mr. Ruoprs. What I ask Mr. Summerfield is: Why do you wait so 
long before making this proposal? Why was it not a week or 2 o1 
weeks before? 

Postmaster General SUMMERFIELD. | just tried to outline to you the 
length and the extent that we have gone in order to prepare the indus- 
try and study, so that we would be in a position to make an able and 
complete and frank and fair and completely honest proposal to this 
committee. 

It would have been presumptuous on our part, sir, to come over here 
the first few weeks we were in office with a proposal to raise rates. 

Mr. Ruopss. A week or 2 or 3 weeks ago, it seems to me, that could 
have been done. We would have a little more time to consider this 
legislation. 

Postmaster General SuMMERFIELD. You know, sir, there is a 
committee called the Appropriations Committee. As you know, it is 
& very important committee. It is to that committee that we have 
to go if we are going to operate the Post Office Department. We 
spent many days in the preparation and study of this budget so tha 
it would be a complete and fair budget and one that was designed to 
test us in our ability to manage that Department effectively and 
efficiently and economically. It took days and days to prepare that; 
in fact it took several weeks, and then there were the hearings. 

So I assure you we have not lost a single day. We have moved just 
as rapidly as it is humanly possible and I say this is a joint responsi- 
bility. 

Mr. Ruoprs. May I ask, then: When are we going to get a report 
on the legislation which proposes an increase in the salaries for postal 
emplovees? 

Postmaster General SuMMERFIELD, Now, again, you know that 
just in the matter of the last few hours, that the matter of the person- 
nel problem has been before the Congress of the United States. We 
are putting a person in charge of that bureau as Assistant Postmaster 
General, so that we can intelligently and fairly, to the 500,000 em- 
plovees of the Department as well as the people of this country, take 
a position that I am sure you gentlemen will appreciate our having 
taken. 

Weare try ing not to be presumptuous or be premature. 


» 








110 POSTAL-RATE REVISION 


Mr. Ruopss. I hope that the same thing is not going to happen on 
salary legislation as with postal rates 

Postmaster General SuMMeRFIELD. | understand your objective, 
sir. We have had just a little over 5 months, Mr. Chairman, to do 
what we have done. 

Mr. Botron. Will the gentleman yield? 

Mr. Hacen. Yes, go ahead. 

Mr. Bouron. I just wanted to ask the Postmaster General: It 
is my understanding there are some 17 bills before the committee 
suggesting plans for the increase of postal salaries. From the brief 
look that has been taken within the Department, would the gentleman 
be willing to give any estimate as to the cost of any reasonable increase 
in salaries within the Department? 

Postmaster General SumMerrFie_p. That is something we have 
not determined. That is why we are not ready to report on it, 
Congressman Bolton. You, of course, know what the last increase 
cost 

Mr. Botron. I would like to get some figure in the record. 

Postmaster General SUMMERFIELD. About $250 million, the last one. 

Mr. Boiron. And therefore that would increase the deficit even 
after the postal increases upwards of $300 million? 

Postmaster General SUMMERFIELD. Just to repeat: The anticipated 
deficit for the next fiscal year would have been $746 million had there 
not been a wage and salary increase in proportion to the previous one, 
approximately $250 million. Had the increase that has been asked 
for by the railroads of this Nation been added to that, the deficit that 
the taxpayers of this country would have had to pay for the postal 
operations for the next fiscal year would have been over a billion 
dollars 

Mr. Boiron. Thank you, sir 

Mr. Hacen. | yield to Mr. Lesinski. 

Mr. Lestnski. Mr. Summerfield, as a matter of fact, I give you 
credit for preparing the bill as it was prepared here. As a matter of 
fact, in our conversation as we had it a few months ago, I expected a 
much stiffer bill, as we know about second class and you have taken 
& position on that. 

There is one question | would like to ask you and that is on air- 
mail You proposed originally 8 cents, did you not, and in the bill 
you dropped it to 7 cents? 

Postmaster General SUMMERFIELD. That is not correct, Congress- 
man. We tried to evaluate an 8-cent increase in our deliberations. 
We considered leaving it as it is; we considered 7 cents; we considered 
8 cents. But there was never any proposal of 8 cents on that. 

Mr. Lestnsxr. I know, not publicly. 

Postmaster General SuMMERFIELD. We considered all the figures. 
We tried to analyze what the effect would be. 

Mr. Lestnskr. But the information was so given to me and it seems 
amazing that the airlines of this country, getting a $97 million subsidy 
from the Government direct, should come in to you, or whoever it was, 
and raise Cain for raising airmail to 8 cents. 

That, to me, is rather peculiar. The very people who are getting a 
direct subsidy should raise Cain with you over raising the rate to 8 
cents, or to 7 cents even. 
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Postmaster General SUMMERFIELD. You see, the major premise on 
which vou have to approach these things, for instance, on the matter 
on which you are talking, the economy of the Nation, the effect of a1 
increase in rates on the use of the mail, the ena to pay, the possib ie 
point of diminishing return, all have to be considered. 

One reason that we wanted the ealtuiiae sumeneaad entirely was so 
that it could be identified, so that it would not confuse us in ow 
deliberations in trying to arrive at a figure of an increase to recommend 
to this body. 

After all, the factors are: We have to consider what is in the public 
interest, what is fair to the industry, and what is fair to the Post 
Office Department. 

Mr. Lesinskt. Mr. Summerfield, would it be in the public interest 
suppose now I am selling apples on the corner for a nickel and they 
cost me 6 cents; it would be to the public benefit to sell them for a 
nickel, and I would be losing money and so would you 

That is the position in which you are coming to us today. 1 do 
not see why a person using the mail should not pay for his full share 
And you are only in part bringing that up today with your proposal 

Postmaster General SUMMERFIELD. Of 1 cent. 

Mr. Lesinskt. But, as Mr. Rhodes and others of us feel, we should 
have had a little more time to study this measure. 

The CHarrMAN. May I just interject here? 

Of course, the committee wants to increase that rate, 

Mr. Lesinski. That is true. 

Postmaster General SUMMERFIELD. I might say this, to be fair to the 
air industry: There has been no attempt to pressure this department 
as to 8 cents against 7, comments by commentators notwithstanding, 
sir. 

Mr. Hagen. Mr. SuMMERFIELD, the reason that the publishing 
industry and the other groups and individuals could not expect the 
postal bill at this time was because of this me: Never before in 
modern history has a bill as major as this bill is, been introduced so 
late in the session and proposed to Congress. 

I just want to submit that for the record. 

I realize that we are attempting here to set aside and identify more 
of these subsidies. I propose in my questioning to a. many 
more subsidies which up to now have not yet been identified in your 
reports, but they are really subsidies or public services. 

I want to point them out with you, and I am just about through 
the several items on the next to my first general category of public 
services and work done by the Post Office Department. 

I might add these, however: The handling of diplomatic and foreign 
mail. Is that a part of our Post Office Department service to handle 
foreign and diplomatic mail within this country after it arrives here? 
Do we pay for that cost? 

Mr. Watsnu. Yes, sir. 

Mr. Hagen. Do you have an idea what it amounts to? 

Mr. Watsu. It is included in the cost of franked mail. 

Mr. Hacen. I realize that, but I wanted to segregate it. 

Mr. Watsu. The total cost of frank mail except mail by Members 
of Congress was $50,000 in 1952. 

Now a part of that is foreign diplomatic mail. 
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Mr. Hacen. A relatively small figure, at any rate? 

Mr. Watsu. Yes, sir. 

Mr. Hacen. So tomorrow, or later, I would like to show these 
other subsidies and then go into the economies and savings that. may 
be developed; then I will be about through by that time. 

I will be glad to yield, Mr. Gross. 

Mr. Gross. Mr. Chairman, there is pending before the House a 
bill dealing with the Federal Food and Drug Administration. I am 
informed that following disposal of that measure there is likely to 
be a bill dealing with the Farm Credit Administration. That may 
be called a subsidy by some people; I do not know, but I think it is 
of considerable importance to members from the agricultural areas 
of the country. 

Therefore 1 feel compelled to make a point of order that the House 
is in session, Mr. Chairman. 

The CuHarrman. The point of order having been made, we will 
have to comply with the rules. 

I understand that the Postmaster General is required to attend a 
Cabinet meeting tomorrow morning. Is that correct? 

Postmaster General SuMMERFIELD. That is correct, sir. 

The CHarrman. You have witnesses who can testify, and the 
committee will meet again tomorrow morning. 

Mr. Murray. Mr. Chairman, I wonder if it would be satisfactory 
to the Postmaster General for him to return Saturday and complete 
the case of the Department? 

Can you finish with the Postmaster General on Saturday? 

Mr. Hacen. I was just going to make the suggestion that he is 
operating the biggest business in the world. 1 just wanted him to 
answer my questions. I think he has able assistance to answer the 
questions. As far as I am concerned, I would not ask him to come 
here. 

Mr. Murray. How much time do you think it would require you 
to take care of your questions? 

Mr. Hacen. Between 3 and 4 hours; possibly 5. 

The CHAIRMAN. Suppose we might call in the Postmaster General 
on Saturday? 

Mr. Hacen. I suggest we take it up in executive session. 

Mr. Murray. The committee can call the gentleman any time it 
wants to. 

Mr. Gross. The committee cannot be called while the House is in 
session except by special permission of the House. 

Mr. Gurser. Mr. Chairman, I suggest we meet at 8 o’clock 
tomorrow morning, and that the representatives of the Department 
be here 

Mr. Gross. Mr. Chairman, the committee is no longer in session. 

The CuHartrmMan. The committee will recess, to reconvene at 10 
o'clock tomorrow morning 

Whereupon, at 12:15 p. m., the hearing was recessed until 10 

m., Friday, July 17, 1953 
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SATURDAY, JULY 18, 1953 


Houst OF REPRESENTATIVES, 
CoMMITTERK ON Post Orrick AND CIVIL SERVICE, 
Washington, D. ©. 

The committee met at 10:30 a.m., Hon. Edward H. Rees (chairman 
presiding. 

The CHarrMaNn. The committee will be in order. 

The committee has met to give further consideration to H. R. 6052 
The Postmaster General and his assistants were requested to return 
this morning for further questioning in respect to this proposed 
legislation 


STATEMENT OF POSTMASTER GENERAL ARTHUR E. SUMMERFIELD, 
ACCOMPANIED BY ALBERT J. ROBERTSON, ROSS H. RIZLEY, 
BEN H. GUILL, GERALD CULLINAN, A. B. STROM, L. ROHE 
WALTER, MAURICE H. STANS, EDMUND J. WALSH, AND A. C., 
HAHN, MEMBERS OF HIS STAFF 


The CuHarrMAN. Before beginning the questioning, the chair has 
two documents, one entitled ‘Editorial Comments on Postal Rate 
Increases” and the other “Comments on Increases in Postal Rates by 
Postmaster General Arthur E. Summerfield, and Deputy Postmaster 
General Charles R. Hook.” 

The Postmaster General advised he had put this material in a rather 
brief form. Copies have been placed at the members’ desks. 

If there is no objection, these documents will be placed in the record 
at this point 

Mr. Hagen. What are they, Mr. Chairman? 

The CuarrMan. The first document is entitled “Editorial Comments 
on Postal Rate Increases.”” They are brief comments from the press 
covering approximately 5 pages of typewritten material. The other 
is entitled “Comments on Increases in Postal Rates by Postmaste 
General Summerfield and Deputy Postmaster General Hook” and the 
dates upon which these comments were made. They are brief and 
cover material of approximately 5 pages. 

Mr. Haaen. I reserve the right to object. 

The Cuarrman. Mr. Hagen reserves the right to object 

Mr. Hacen. I doubt if I do object, but I would like to know who 
submitted the editorial comments. Is that by the Post Office De 
partment? 

The CuatrMan. The Post Office Department called my attention 
to a number of editorial comments, advised they were all brief stat« 
ments, and suggested that they should be placed in the record fo 
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ttention of the members, and I suggested I saw no reason why it 
should not be done so that all the members would be advised. That 
is the reason we have them before us 

Mr. Hacen. I think it is well to have a full hearing on this thing, 
and the more information we get the better it is on both sides. But 
who pays for the preparation of the comments? Is it done by our 
staff or the Department’s? 

Postmaster General SuMMERFIELD. If I might help on that—it was 
done at the Post Office Department. We thought it might be helpful 
to members of the committee if we picked out some editorial com- 
ments that came across our desk so you would have the advantage of 
their comments 

I heard of some indications of surprise in some quarters that the 
matter of postal rates was coming up in this session; so I thought this 
would serve as a reminder of the fact that I began on April 27, I believe 
that was the first date when statements were made that had very 
broad circulation throughout the country, and I thought it might be 
nice to have the record clarify the impression that some folks were 
shocked at the fact that we had introduced the legislation. 

Mr. Hacen. Do you have refe ‘rence, Mr. Postmaster General, 
your statement, when you say ‘‘April’’’ 

Postmaster General SUMMERFIELD. That is correct 

Mr. Hagen. However, I note the editorials are mostly very late 
in June and July. 

Postmaster General SUMMERFIELD. Mr. Congressman, I was look- 
ing over some documents that have been circulated by some of the 
interested persons in this case, and I thought, if you wanted those in 
the record, | would rather you or some member of this cemmittee 
would do it rather than the Post Office Department. 

Mr. Hagen. In your statement of April 27, I notice the absence of 
part of your statement. In this mimeographed statement of April 
27, I notice you say that “any request for an increase of rates will be 
for a temporary period of at most 2 years.”? You left that out of your 
statement. I can understand why, because in the bill itself there is 
no reference to a temporary period of 2 years. 

Postmaster General SUMMERFIELD. That is correct. I would like 
to have an opportunity to tell you why. I realized that possibly 
it had been a little inappropriate for me to assume a responsibility 
that rests on this committee insofar as determining the duration as 
well as the amount of the postal increases. Determining the duration 
of the increases is a prerogative of this committee and of the Congress 
itself. That is the reason for my action. 

Mr. Hagen. You made no further request of the committee that 
it be limited to 2 years? 

Mr. Gross. Are we still operating under the reservation to object? 

Mr. Hagen. I think so. I will yield in a minute. 

On May 12 in another statement incorporated in the record at this 
point and in your testimony on May 12 before the Senate committee, 
you also said the request for an increase in rates will be for a temporary 
period of at most 2 years. That was April 26 to May 12. So you 
were still of the opinion on May 12 that it would be temporary. 

Then you changed eg mind, apparently, at the time you intro- 
duced this bill on July 


Biwi vee 
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Postmaster General SUMMERFIELD. Do I understand the Congress- 
man objects to the fact that I deleted “temporary’’? 

Mr. Hacen. Not at all. I just wanted to clarify the record. 

Postmaster General SUMMERFIELD. Thank you. 

Mr. Gross. I certainly have no objection to the inclusion of these 
comments in the record, but I would like, following the insertion of 
the editorial comments, to insert in the record at that point a tele- 
gram | have in my office from a number of housewives objecting to 
any increase in first class rates. 

Mr. Haaren. I withdraw my reservation. 

The CHaArRMAN. Without objection, the two documents will be 
inserted in the record, and following those documents will be inserted 
a telegram received by the gentleman from lowa, Mr. Gross. 

(The matter above referred to is as follows: ) 

April 27, 1953, Washington, D. C., statement of Postmaster General before the 
House of Representatives, Subcommittee of the Committee on \ppropriatiot S: 

‘We have recommended congressional action on subsidies and free services, 
increases in rates and flexibility in appropriations.” 

May 12, 1953, Washington, D. C., statement of Postmaster General before the 
Subcommittee of the Senate Appropriations Committe¢ 

‘‘We have recommended congressional action o1 ibsidies and free services, 
increases in rates and flexibility in appropriations.”’ 

May 12, 1953, Washington, D. C., press release by the Postmaster General 

‘In commenting on the rate structure, the Postmaster General said: ‘The time 
has come when a loss of approximately $2 million each and every working day 


in the Post Office Department should no longer be tolerated. The present man- 
agement is making a real contribution through modern management practices 
and improvements of all kinds. However, it is apparent that if the Post Office 


deficit is to be reduced materially in the next fiscal year, equitable and realistic 
rate adjustments, long overdue, will be required’.”’ 

May 18, 1953, White Sulphur Springs, W. Va.—General business session. 
Magazine Publishers Association, Inc. Speech of the Deputy Postmaster General 
before magazine publishers 

“T will say in addition that due to the President’s urging to do everything we 
can in fiscal 1954 to balance the budget, the Post Office Department is not going 
to wait for a year while another study is made of cost ascertainment. I believe 
with a fresh viewpoint and no prejudice we ought to be able to work out rate in- 
creases Which will be proper and equitable.”’ 

May 26, 1953, New York, N. \ Speech of the Postmaster General before the 
Sales Executive Club of New York (sales managers and business leaders 

“We shall recommend congressional action on subsidies and free services, in- 
creases in rates, and flexibility in our appropriation to permit more effective man- 
agement controls.” 

June 15, 1953, Cleveland, Ohio. Speech of the Postmaster General before the 
Advertising Federation of America (advertising executives 

“‘An inerease in rates is the only course to take and we are about to submit a 
complete proposal of rate increases to the Congress.”’ 

June 26, 1953, Michigan Auto Dealers Association, Makinae Island, Mich. 
Speech of the Postmaster General before group of automobile distributors 

‘Despite these vast savings already made it is apparent that equitable and real- 
istic rate adjustment must be made if the postal deficit is to be brought into 
equilibrium.”’ 

June 27, 1953, Flint, Mich., National Association of Postmasters. Speech 
of the Postmaster General before group of postal employees: 

‘As you know, we are asking Congress to allow us to raise the rates in other 
classes of mail. The rate increases we have asked for will not enable us to balance 
the budget overnight. But they will go a long way toward helping us achieve 
that goal and, personally, I think the increases are long overdue.” 

July 6, 1953, Chicago, Ill., civie luncheon, Hotel Sherman, speech of the Post- 
master General before business and civic leaders: 

“This, then, is our continuing program—a stringent program of cost reductions, 
combined with equitable and reasonable rate increases, to make the postal estab- 
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First-class postage should be raised from 3 to 4 cents, airmail from 6 to 8, and 


a proportionate increase made in second-class mail, newspapers and magazines 


included, without working any real hardship on anyone 


Any mail worthy of being sent in the first place would be worth the added cost, 
as has been adequately demonstrated in our history by the rates that citizens 





were willing to pay in the early days of the Nation’s existence. 
In the light of such experience, it would seem that Postmaster General Sum 
merfield is on sound ground when he seeks to collect a reasonable fee for a vital 


service. 


aan Ange lo Standard T mes, san Ange o, Ter June 17, 1958 : we publi 
wanted good mail service, and probably it won’t complain too much if higher 
postal rates mean improvements in that service It may complain when it must 


pay more for its newspapers and magazines whose publishers * * * to pass 
increased rates on to subscribers + 


The Journal Herald, Dayton, Ohio, June 22, 1953 From time immemorial 
the Post Office Department has operated in the “‘red.’”’ That comes very clos« 
to being a national disgrace Nobody expects or wants the postal service t 
make a profit. But it certainly ought to “split even’’ when accounts are balanced 
at year’s end. It is refreshing to observers that sound business practices appear 
now to be taking the ascendancy over politics in this vastly important agency 


of the Federal Government 

The Pittsburgh Press, June 26, 1953.—The Post Office Department is operat 
ing at a great deficit—more than a half billion dollars a vear—which comes ou 
of the pockets of taxpayers. Mr. Summerfield savs the rate increases he ask 





— 4 


plus other economies, will cut down to $74 million without any reduction 
service to the public 
If that is accomplished, 1 more year of the Postmaster General’s businesslik« 
administration should reach the break-even point, and that’s what is needed 
The postal service is not expected to make money, but there is no good Treasol 
whv it should not its way 





New York World Te eqran and Sun, June 2 1958 * * * | more yeal I 
the Postmaster General’s businesslike administration should reach the bre 
even point, and that’s what is needed The postal service is not expected t 


make money, but there is no good reason why it should not pay its way 
Fort Worth Press, June 29, 1953.—The proposal to increase the letter rate 


4 cents and the airmail to 7—it now is 6—seems more than justified. So ar 
the rate nereases recommended for magazines he spapers, and ther typ 


} 
oft mat 


Concord Daily Monitor and New Hampshire Patriot, J 14. 1953.—T! 

















newspaper believes that postal service should yield revenues which equal their 
cost It doesn’t believe that one service should carry part of the t of other 
service Newspapers should pay for their handling; magazines eirs, ¢ 
If the Government chooses to subsidize a merchant marine or ar it sho 
do so outside the post-office budget, so that the per yl 

Making rates is administration Congress sl that rs 
cover costs and permit the Department to attend 

The Washington News, July 15, 1953 Mr. Summerfield’s plan to add a pe 
to first-class and airmail rates would raise $240 million he « mat 

That still wouldn’t make an honest goodne going busi of the ] 
office, but it would be a starter 

Some Congressman want to delay the postage ( ise l next year Tha 
would be like throwing a drowning man a rope after he has ne down the t 
time. It doesn’t Sense 

Washington ! Vews, J / 16, 194538 W! a r¢ f 1 or I 
manufacturer vou a free sample through the mail, it s you mo 
That’s because the post office can’t deliver the package for the amount of postage 
t collects from the shipper The result is a sizable net loss to Uncle Sam 
free’’ packages sent through the mail, and l as @ taxpayer ! t help 4 
up the 


leficit 
>» 


( 
The Post Office Department here came up today with some startling fig 








on how it makes out on large mailing of packag 
On the average, we collect 1.47 cents on each package which is sent out 
ss mail,’’ a postal spokesman said 
he average cost to us per unit is 3.12 cent Phat means we lo 1.65 e 
on every unit we handk 
The Post Office Department said it doesn’t have specific figure on var 
kinds of mail within the general classification However, one postal officia 
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ted sample mailings of merchandise may cost as high as 5.5 cents each 


re Post Office Departme t thinks the only solution is to raise the ante on 








pe of mail It is asking for a minimum of 2 cents apiece instead of the 
Postmaster General Arthur Summerfield thinks that would produce $52 million 
ore eac! ar in revenue It ( ldn’ et the post office into the black, but it 
I) a on I ’ } ola / j 16, 1953 It may be that the postal service 
ever will be put a complete self-supporting basis, but no time should be 
do on the size of e annual losses which the Department has 
beer rring for so many vears Che new rates suggested by the administra- 
{ an add $240 million in revenues That would knock 
‘ 4 ( I annual def it it i real hardship on the 
f ‘ Is Che pr ( ch Sa ‘th the immediate and 

it! att ( oT 
NY, York Herald Tribune, Ju / 1953 The tacties of a few Republican 
ers of the House Post Off Committee on obstructing hearings on the 
1d Inistration Ss postal program are lificult to justify Th me hers protest 
it they are being rushed too fast into deciding the questi of raising postal 
rates, and the ould delay the matter until after the present session. That 

led bye sfortul 
KAN City Me Fuly 17, 1953 
( re Race 





1 pposed iss ictt ail from 3 cents to 4 cents when 

Post Of sims t Ss the ly class of paying its own way. Why sub- 
dize all other classes of mail at the expense of first-class users? This is just as 
at to expect cor vheat, or cotton growers to subsidize the live 


s. Armelda Schroeter, 2704 West 5ist Street, Kansas City, Kans.; 
Mr. Charlotte G. Looker, 2927 North 38th Street, Kansas City 


Kans; Mr \atal Kichmond, 4802 State Line, Kansas City, 
Kkans.; Mrs. Dorothea Braun, 8910 Meadow Lane, Kansas City, 
Ni \Irs Shirley Schaal, $400 Jarboe, Kansas Ci Vy, \lo.; 
Mrs. Ruth Latta, 3526 Forest, Kansas Citv, Mo.; Mrs. Betty 
Hauschildt, 8005 Jefferson, Kansas City, Mo.; Mrs. Rettv Warren, 
7702 Jarbor I as City \lo \irs. Margie Jeter, 7800 Jarboe, 
Kansas City 19 \Iirs. Jean Holtman, 5507 Goodman Road, 
Merriam, lar Mrs. Mary Juvenal, 7712 Penn, Kansas City, 
\lo priva itiz 


The CuarrMan. One other matter. Because a number of Members 
have called me over the phone and otherwise with respect to a news- 
paper article that appeared in the papers on yesterday and this morn- 
ing wherein a member of the Senate leadership expressed certain 
opinions with regard to this legislation and especially with respect to 
whether or not the legislation would be considered in the other body, 
| called the Senator over the telephone and asked him about it, and 
he expressed himself verbally. Then I asked him to write me a letter 
so that it would clarify the atmosphere to some degree at least on that 
point. So | have this morning a letter dated July 18, 1953, addressed 
to the Honorable Edward H. Rees, chairman, Post Office and Civil 
Service Committee, Washington 25, D. C:: 


DraAR CHAIRMAN REI Chis is with reference to your inquiry concerning legis- 


ation pending befo the House Post Office and Civil Service Committee for in- 


creased postai rates 


rt 
Che statements appearing in the press yesterday have been misinterpreted in 
appearing to convey the impre that the Senate policy committee might not 
consider the posta nerease bill during the present session. 
I agree with you the approval of this legislation must not be underestimated. 


It has the approval of the administration and has been given a place on the legis- 
t j l + 4) } I 
ve leaders at the White House. 


Wiese 
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This is to assure you that when the bill passes the House during the present 
session, it will be immediately scheduled by the Senate policy committee as legis 
lation to receive priority consideration at this session. Every effort will be made 
by the leadership to see that the bill is brought to a vote on the Senate floor 

You have my permission to read this letter to the membership of your com- 
mittee. 

Sincerely yours, 
Witiiam F. KNowLanp, 
United States Senato 

I came prepared to have the members understand the position of 
the Senator with respect to this. 

We will now proceed with our questioning of the Postmaster General 
and members of his staff who are present with us this morning 

Mr. Hagen suggested at the last meeting that he had a number of 
questions he wanted to ask and advised me it would take considerabli 
time for him to complete his questions, and we now vield to Mr. Hagen 

I should Say, also, that Mr. Moss felt he should be pe rmitted to ask 
further questions of the General, and somewhere along the line, 
Mr. Hagen, I am sure, Mr. Moss would also like to ask some questions 

Mrs. Sr. GrorGe. If I might comment with respect to that letter, 
I would like to say this is not merely the thought of Senator Knowland, 
but I was on the floor of the Senate yesterday and spent some littl 
time with Senator Carlson, and I asked Senator Carlson—I told him 
very frankly that it was said they would not take up this bill at this 
session and that naturally concerned a great m: in members of out 
committee. He said “That is absolute ly incorrect.’ He said: 


We intend to take the bill up as soon as you people get through wit! 
hearings We are hoping you will get a great deal of information fron 
hearing, so that we will not have to repeat the whole thing over again But 


will certainly take it up at this session. 


I thought that might be of interest to the committee. I assured 
him we would have exhaustive hearings. 

Mr. Gross. Mr. Chairman, I would like to point out that in the 
letter from the Senator which you have read he suggests only that 
every effort will be made to take up the bill on the Senate floor and 
the letter did not say “This matter will be taken up by the Senate 
Policy Committee’ or by the Senate but that every effort will be 
made. And if I understand the Congresswoman from New Yor! 
correctly, she is quoting Senator Carlson as saving that it will be the 
intention, I repeat, the intention of the Senate to take up the postal 
rate increase bill. 

I am still in the dark about what the Senate actually proposes to 
do in this matter. 

The CuarrMan. The only suggestion I have to offer is that I made 
inquiry of the Senate on that the best I could. 

Mr. Gusser. In my opinion, the attitude of the Senate as to 
whether or not they would consider the bill at this session is immaterial 
so far as considering our responsibility is concerned. 

The Cuarrman. | appreciate that. 

Mr. Gusser. I think we should go ahead and hold this hearing as 
expeditiously as possible. I think we have to bear in mind that each 
day we delay by a filibuster, if you want to call it that—I do not know 
whether it is or not— it is costing the taxpayers $1 million a day or 
$125,000 an hour or $2,100 a minute. I cannot forget that fact. 
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The CuarrmMan. I thank the gentleman for his observations. The 
reason this letter was read is to clear the atmosphere inasmuch as | 
have received telephone calls from a number of the members of 
this committee 

Mr. Creve. May I ask how long you intend to prolong this 
hearing today f 

The CHarrMan. It was agreed, as I reeall it, Mr. Cretella, that we 
would run until 12:30, if it would take that long 

Mir. Hacen. I suggest 12:15; I have an appointment at 12:30 

\Ir. Gross. Let us get abead with the hearing. 

Mi HaGcen. Mr. Chairman, | just want to make this one com- 

nt since the possibility of Senate action has been brought up. 

ix land said he would schedule it for considera- 

: of course, nothing could be done but 

st tha would be referred to Senator Carlson’s committee after 

he bill as introduced and hearines would be held. I doubt that 

those hearings would be concluded within the time for recess set by 
the lead rship of both branches as of August 1. 


1 


| can’t understand how they would hold Congress in session to pass 


his bill when there are many ot 
mportant which are pending which will not be passed. I just wanted 
o add that to the record as long as the matter was brought up. 

The CuHairman. I do not think we ought to depend upon the 


» l as to what we do or what we do not do li we are going to 


| 
] 
1} 


er more important bills or just as 


at, we will get nowhe1 
ir, | GE? l agree with th. entleman 100 percent 


Phe CHarrnMan. | just wanted to get the answer, if I could, to this 


ommit as to the cause of that 
Mr. H ‘EN. For the benefit of she committee also, | might state 
l talked to Frank Carlson, too He told me that they would 


hold compicte hearings over there and that they would be more com- 
plete if these here were not so complete because thev wanted the full 


storv and all the facts in the Senate 
In other words, the shorter the hearin s here, the longer they will be 
the Senate; so there is no purpose in shorterning the hearings here. 


We want a full story for the benefit of all the new members of the 
ommittee as well as the old members 

Now, some mention was made of a filibuster. When did a hearing 
become a filibuster? This week is the first week of hearings. We 
have had 1 week of hearme The other three recently considered 
bills we have had were of 1 jor importance and this is far more im- 
portant than the othe we had in the SOth, Slst, and 82d Congresses 


vhen the avera re eneth of the he aring’s was 15 days (t no time in 
ll those 6 vears was anything said about a filibuster and the average 
me iol each hearing was 15 aays We have had now 5 days and this 
s the sixth day. At no time in the history of the American Congress 
ias a committee sat on a stal rate bill and had hearings on 6 con- 
secutive davs. That is a new record we have set. So what is this 
talk about a filibuster—we have speeded this thing up more than any 
ther bill in the history of this Congre Fifteen davs was the average 
f all the three previous important postal-ra ti bills 
Ir. Mii 1y. Can we not get along with the examination? 
Mir. Hac 1 didi ne prin | matter up 
1’ f | 


ths 56 
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Mr. Moss. On the question of filibuster, I was rather shocked the 
other evening to hear one very well known commentator make the 
statement that this committee had gotten into wrangling the other 
day among itself and required the Postmaster General to wait for 
over an hour. I think it should be made clear for the benefit of the 
press that the hour the Postmaster General waited was while we were 
In executive session considering other legislation. There was no 
wrangling and there was no attempt to delay in any way the hearing 
of the Postmaster General 

Mr. Coxe. The legislation was laid aside in order that we might 
hear the Postmaster General as soon as we could. 

Mr. Moss. It was certainly a misstatement to the public 

Mr. Crerectita. Can we not get along with the hearing now? 

Mr. Hagen. I am ready to go now if we do not bring up some 
other matters. 

Mr. Postmaster General, if I may address this to you and you 
able aides, in vour report entitled “‘ Post Office Deficit” there is mention 
made of a total remaining deficit of $74,500,000. I do not recall] if 
you have deducted what you call penalty mail and franked mail 
amounting to about $34 million from that. 

Postmaster General SUMMERFIELD. I commented on that in the 
previous testimony and explained why it was not deducted from 
that figure 

Mr. Hagen. The reason | am bringing it up now is that we have 
developed previously, as you may recall, some public services. | 
will later today develop the subsidies, so-called, and this is part of 
that subsidy picture. Therefore, I refer to it at this time. Actually, 
however, the $34 million subsidy for the penalty mail for the various 
departments of the Government could be deducted from the $74 
million and still have a deficit but it would be of a smaller amount. 

Postmaster General SUMMERFIELD. That is right; and in order to 
keep the record straight I commented also 
miscalculation of $80 million by the preceding administration as to 
the revenues; so vou can deduct approximately $34 million from the 


that there was anothe: 


deficit in the event that the reorganization plan is approved and be- 
comes law, you can add the $80 million. 

Mr. Hacen. I was developing some public services work by the 
Post Office to show that they are a public-service agency. 

I was about to get to the point of cooperation given by the Post 
Office Department to the Civil Service Commission. Perhaps you 
have the information as to the cost I would like to have that in the 
record at this point, the cost to the Post Office Department of the 
cooperation given to the Civil Service Commission in connection with 
the furnishing of some celal ees at times, space, and service and 
assistance in connection with civil-service examinations. Do you 
hs ive a cost figure on that? 

Postmaster General SUMMERFIELD. We have it, Mr. Congressman; 
that is one of the items I suggested yesterday that we can mak 
available to you over the evening. Mr. Stans will answer for that 


Mr. Srans. There are two answers for that The Post Office 
Department incurred last vear costs of about $2,200,000 for the Civil 


Service Commission. On th 3 ot! 1er hand, the Ci il serv ice Com- 
mission does work for the Post Office Department, in recruiting and 
> aminine’ employees and administering the retirement syst m, and 
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we have information to the effect that the portion of their expense 
load, borne for the Post Office Department, amounts to over $90 
million a year. 

Mr. Hacen. In that connection I might say the Civil Service Com- 
mission also does the same type of work for every other agency of the 
Government: agriculture, and others. 

Mr. Srans. I was merely pointing out that that is a business expense 
which in any other business would be obviously included as a charge. 

Mr. Hacen. But it isa charze of the Civil Service Commission paid 


for by appropriation by the Congress except for the amount the Post 


Office pays, | mean service, and is not paid by vou. 

Mr. Srans. That is right, si 

Mr. HaGen. Here is another item which helps to point up the fact 
that the Post Office Department is a service agency. You cooperate 
with the FPI in puttine up posters in the lobbies. It takes a clerk 


time to put them up and take them down; that is a fine publie service 


and { had a nice letter from Mr. Hoover commending the Department 


on the fine cooperation along that line. 

The Bureau of Mines and the Post Cffice have a little cooperative 
effort now to educate the youngsters not to touch blasting caps. I 
think it is in the public interest to have that sort of a poster, but it 
does take a little time and a little expense of the Department which 
is not shown in any of the expense items of the Department. 

These so-called map sales are a publie service. Do they show any 
profit to the Department on that? 

Mr. W sH. We do not estimate anv separate cost on them, sir. 
The cost is includ-d as a general overhead item. The income from 
map sales in 1952 amounted to a very small amount; $3.400 was 
realized from map sales in 1952. However, we do not compute any 


costs Ss paratels for this item. 

Nii IAGEN. Thank Vou, 

In the case of Alaska, you are aware, I am sure, of the fact that 
Alaska and Hawaii are or were one and the same parcel-post zone—is 
that correct—wholly within the country? 

Mr. Wausxu. They are now subject to regular parcel-post rate 
schedules 

Mr. Hacen. The rate on parcel post to any place in Alaska, Say, 
at Juneau to the village which is just across the bay from Juneau is 
exactly the same, and that town is Doulgas, Alaska, by the way. 
Parcel post is the same, or it would be, between any 2 towns in 
Alaska whether the distance between them be 5 miles or 2,000 miles. 
The parcel-post rate is the same. The rate is also the same from any 
point in Alaska to any point in the United States. Is that a correct 
statement to make? 

Mr. Wausu. I do not believe that is the case at the present time. 

Mr. Strom. There are zone rates in Alaska at the present time, 
the same as in the United States. The eighth-zone rate does not 
apply within Alaska at the present time. 

Mr. Hagen. Do you have zone rates within Alaska at this time 
between cities? If the distance is 100 miles the rate would be less 
than if it were 500 miles on a parcel? 

Mr. Srrom. That is correct. 

Mr. Hacen. That has been changed recently, that policy or 

Mr. Strom. It’s within the last few years. 
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Mr. Hacen. Before that, it was not changed because of the fact 
that apparently it was a public service to the Territory of Alaska to 
help them develop the country and therefore the rate was the same. 

Now, do you have any post office stations throughout the world 
that you administer and handle which is a service to the people in 
which there may be a loss in revenue, there is a loss compared to the 
revenue. 

The Chairman. Throughout the whole world? 

Mr. Hagen. Do you have stations like at Panama, Japan, any 
place in Europe, or in any of our possessions throughout the world, 
or protectorates if we have any? 

I think we might have such a list later on, Mr. Postmaster, if you 
are willing, for the record. I think it is rather important that we 
have that list and to show the revenue and the cost of those for the 
record, if I may ask that. 

The CHarrMan. Without objection, if there is such a list and it 
can be procured, the Postmaster General will see that it is placed in 
the record. 

(The following information was furnished for the record: ) 

None, except military post offices. 


Mr. Gross. | wonder if the Department has been able to provide 
figures on the operation of the United Nations. 

Mr. Watsu. It is in the record. It shows that the receipts at the 
United Nations Post Office were approximately $111,000 in excess of 
the cost of handling the mail that originated there. 

Mr. Hacen. I want to develop something about preferred items or 
subsidy items. We already have a good deal of information on air 
mail, domestic and foreign, that is subsidized mail. I presume that 
is correct. 

Is there any subsidy on so-called ocean mail, either loss or subsidy 
on what is called ocean mail between our country and foreign coun- 
tries by water? You hear the story: Well, the shipowners get a big 
subsidy on mail. What is the situation, really, about that? 

Mr. Watsu. As far as I know, there is no subsidy in the pay to the 
water carriers. 

Mr. Hacen. Is it a regular rate based on cost? 

Mr. Watsu. If there is any subsidy to those carriers, | assume it is 
in the budget of the Maritime Commission but not in the rates we 
pay for transportation. 

Mr. Hacen. I have been told that some space is made available 
on these ships and whether it is used or not it is paid for. Is that a 
correct understanding? 

Mr. Watsu. Not to my knowledge. I believe it is on a poundage 
and mileage basis. Probably Mr. Hahn has better information on 
that than I do. 

Mr. Haun. We pay for transportation of mail by steamship at 
pound rates, so much per pound for what is actually carried. There 
is no special reservation. 

Mr. Hacen. That is an improvement, then, over an old policy they 
had some vears back. 

Mr. Haun. The policy with respect to maritime rates was estab- 
lished by the Maritime Act of about 1936. We have been on a 
straight-poundage rate for transportation since that time. 
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Mr. Boiron. Are those contracts for carrying the mail on ocean 
transportation made by the Post Office Department or by the Mari- 
tume Commission? 

Mr. Haun. Arrangements are made by the Post Office Department. 


Mr. Hacen. We have discussed franked mail by Members of 
Congress a that amounts to somewhat less than $2 million. Could 


we have the exact figure? J think you mentioned it the other day. 

Postmaster General SUMMERFIELD. We will give it to you. 

Mr.Srans. The figure is $1,647,000 

The CHarrMan. On penalty mail, we had that figure as $32 million. 

Mr. Stans. $32.763.000 

Mr. Gross. Is a subsidy being paid for helicopter service or is it 
contemplated that a subsidy will be paid for that service between 
terminals and post offices? 

Mi Haun. Congressmat helicopte: service is certified by the 
Civil geben s Board just as other air mail routes are 

In its recent administrative separation of subsidy from mail pay, 
the “ante tated that there was no subsidy in the amount paid by the 
Post Offies De partment to the helie opter operators 

Mr. Gross. As such 

Now, do | understand it is part of the subsidy paid to the airlines? 

Mr. Haun. It is a very high rate that we pay to the helicopte: 
operators but 1n its administrative separation of subsidy from mail 
pay, the Bo ard said that there was no subsidy in what we paid them. 

Mi Gross Is it reasonable to assume that as helicopter service 
develops, the subsidy will increase? 

Mr. Haun. J think, sir, that the answer is that as the helicopter 
service develops, the cost of transporting mail by helicopter will 
decrease as they take on other traffic 

Mr. Gross. Has that been tru of the airlines? 

Mr. Haun. It has been; ves, sir 

Mr. Hacen. We will proceed now to the so-called veterans’ mail 
As 1 understand it, the veterans of Korea and perhaps others, too l 
mail back to this country 


am not too sure about other mail can send 
without cost: is that correct 

Mr. s s. Yes, su 

Mr. HaGcen. And that free mail amounts to a considerable sum, no 
doubt. It may be $10,000; it may be $1 million; 1 do not know. Do 
vou have a firure on the cost of the veterans’ free mail from foreign 


points to this countrv? 

Mr. Sran Yes, sir: $3,800,000 

Mr. Hacenx. $3,800,000. Is this a correct statement to sav that 
the cost of free mailing to soldiers in Korea or primarily from soldiers, 
| believe, in Korea and elsewhere, if anv, does not appear as a deficit 
in the overall postal budget? It is co ita ned ae the first-class mail 


In other words, from the profit shown for first-class mail? 
Mr. Wausu. Much of that is in air travel 
Mr. Hacen. Users of first-class mail actually subsidize free service 
for veterans which I think is a fine thing: we are for that. Congress 
atl poli v, | presume 

Mr. Srans. There is $200,000 of that in first-class mail and the 
balance of $3,609,009 is in air mail 


\I HH] GEN Very wood 


Cuser~ 


POSTAL-RATE REVISION 125 


In connection with that, vou remember we had quite a discussion 
some years ago about absentee voters’ ballots. In 1952 we had quite 
an election and there were quite a number of ballots sent in. Do you 
have any figures on the cost of the free ballots that were sent in by the 
veterans for the election in 1952? 

Mr. Wausu. No, sir; that would be included in those figures on 
soldiers’ mail. 

Mr. Hagen. The Air Force and the Army handles it outside the 
United States but within the country you have to handle it. 

Mr. Watsu. They perform clerical work and transportation. 

Mr. Hacen. That is a public service that the Department has done 
and will be doing from vear to vear. 

Now we have free postage to the blind—probably a minor item—but 
what is the amount of that? You mentioned it before 

Mr. Stans. A loss of $600,000. 

Mr. Hacen. This is another minor item. We have free postage to 
ex-Presidents and one or two other people. That must be a very small 
figure, lam sure, maybe just a few hundred dollars. Do you have that 
figure? . 

Mr. Wausn. That is included in the figures for franked mail by 
others than Members of Congress and the total amount of that was 
$54,000 in 1952 

Mr. Hacen. Now we come to the free-in-county handling of 
second-class mail. Do you have the figures on the cost of the second- 
class mail within the county, what they call free-in-county, and can we 
have it at this point? 

Mr. Srans. There are two figures on that, sir; the cost of handling 
it is $12,600,000—excuse me, $13,600,000. The differential in rate 
between that and the rate it would pay under present rates, however, 
is only $800,000. 

Mr. Hagen. Would vou care to elaborate on that? 

Mr. Bouron. Will vou repeat this? 

Mr. Stans. The cost of free in county is $13,600,000 a vear in 
second class. 

Mr. Hagen. Cost to the Post Office Department. 

Mr. Srans. That is right. The amount which that free-in-county 
mail would pay if it come under the regular rates of second-class mail, 
however, would be only $800,000 more than it is. 

Mr. HaGen. So that in any case it is a subsidy or low preferred 
rate to the second-class-mail people 

Mr. Stans. That is right 

Mr. Hagen. It was a policy set up by Congress, | believe, in 1879, 
is that right, and continued by each Congress since that time. 

Mr. Wausn. It has been in effect for a long time 

Mr. Hagen. Now we come to special low rates given nonprofit 


religious, educational, philanthropic, scientific, agricultural, labor 
veterans’, fraternal, or charitable, and many other people and organi 
zations in categories of that type, on third-class mail. Do vou have a 


breakdown of the subsidy given to these tvpes of third-class mailers? 


They get a lower rate, do they not, than the regular professional on 
business mailer? 

Mr. Srans. The loss on that class of mail is $12,600,000. The 
rate differential between what regular third-class users pay and what 
they pay amounts to $3,600,000. 
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Mr. Hacen. So, actually their subsidy is only a little over $3 
million. 

Mr. Srans. That is right. 

Mr. Hacen. We come to the same type of organizations and 
mailers and the same type of publication in second-class, educational, 
philanthropic, labor, veterans’, fraternal, agricultural, scientific, 
religious, and so on, of a nonprofit nature. They get a special low 
rate. Do you have the figure on the subsidy for that? 

Mr. Srans. The loss to the Department on that is $50,700,000. 
However, the estimated differential between those rates and those 
which would be paid by regular users is about $600,000 a vear. 

Mr. Corserr. Would the gentleman yield there? Does that in- 
clude the book service for the libraries and that sort of thing? 

Mr. Stans. It does not. 

Mr. Hacen. I was coming to that, Bob; it is the next item. 

There is a book subsidy in general to buyers and you are asking for 
an increase. Do you have the figures on the loss on the book mailing 
today? I am not talking about any special rate to the libraries but 
just the general low rate given to books. 

Mr. Srans. Yes, sir; $11 million. 

Mr. Hagen. Thank you. 

Do you have a special low rate also to libraries outside of this 
general low book rate? 

Mr. Stans. Yes, and the loss on that is $300,000 approximately. 

Mr. Hagen. Then there are libraries in every district in the country 
called depository libraries. In other words, there is one library in 
each district which receives free from the Government many printed 
volumes and books from the Government. 

Now, they are sent by the Government Printing Office and other 
Federal agencies in many cases and of course they are carried by the 
Post Office Department. Do you have any figures on the cost of the 
mailing of those publications, documents, and books by the Govern- 
ment agencies to the so-called depository libraries? 

Mr. Watsu. That is included in the cost of penalty mail and there 
are no separate figures on it, sir. 

Mr. Hacen. I think we have recently passed a bill giving special 
low rates on films for educational purposes. That law is now in 
effect; is it not? It applies to 16-millimeter films for schools. 

Postmaster General SuMMERFIELD. It is on the President’s desk 
right now. 

Mr. Hacen. There again it is a special low rate that Congress felt 
the people should have and there will be a loss there and another 
subsidy, in my estimation a good one. 

We come now to—have I missed any subsidies? [Laughter.] 

Mr. Stans. You have all that I have on my list, sir. 

Mr. Bonin. Mr. Hagen, would you yield there for a question? 

I would like to point this question to somebody in the Post Office 
Department who may be able to answer it. 

Are all of these items in any way reflected in the annual report of 
the Postmaster as to the deficit of each fiscal year? 

Mr. Stans. They are all included. 

Postmaster General SuMMERFIELD. All of these items. 

Mr. Stans. Some of them are not charged to any one class of mail. 
Some are specifically set out separately such as penalty mail and so 


forth. 
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Mr. Bonin. Does this comply with the Kelly Act which has been 
on the books for about some 22 years? 

Mr. Stans. Yes. 

Mr. Bonin. I noticed in the last few reports, however, that they 
have not been inserting those and giving credit to reduce the amount 
of the deficit. Can you give any explanation as to why it has not 
been? 

Mr. Wausu. That is also shown in the annual report of the Post- 
master General, those items that are required to be reported under the 
Kelly Act. The Ke lly Act does not require us to ac ‘tually take these 
amounts off our books. Those amounts are stated in the annual 
reports of the Postmaster General but 

Mr. Bonin. They show up as a credit, though, do they not? 

Mr. Wausu. That is the wavy it is reflected in the report, sir. 

Mr. Bonin. I have been looking at some of the reports back to 
about 1948 or so and | notice that there has not been any credit 
given under the Kelly Act. 

Mr. Wausu. Yes; for a few years that was also shown in the cost- 
ascertainment report but it seems to me that it was long before 1948 
when that was discontinued. The cost-ascertainment report has not 
been adjusted for the credits under the Kelly Act since 1940. The 
as gr was shown in the reports from 1930 to 1940. 

Mr. Corserr. I think the point, at least the point I would like 
to emphasize, is that the Post Office Department, however, has been 
held accountable and responsible for the total deficit without being 
given in the public’s mind an allowance for all of these things. 

For example, one of our large chains of newspapers the other night 
in editorializing used the total deficit figure and they have done it 
over the years and J think they have piled up in their own minds a 
deficit which is considerable; but actus ally it is not nearly so great as 
they are published. I think it comes from having pulled the last 
figure out of the report, the total deficit, and in this attempt to elimi- 
nate the deficit, the Postmaster is certainly prese mtly undertaking 
all these items ought to be deducted from the problem, I believe 
thoroughly, because they are matters of policy and the Post Office 
Department could not help it if we just up and decided that all mail 
going to and from a soldier, for example, be handled free. It would 
not be a charge against the Post Office. 

Mr. Haaen. I| have the floor, sir. 

Mr, Dowpy. In those editorials commenting about the amounts of 
the deficit in the funds, do they ever mention the fact that substan- 
tially half the deficit is subsidy paid for carrying newspapers and 
magazines? 

Mr. Corserr. I can answer that. It depends upon whether they 
use much mail in comparison to their competitors. 

Mr. Moss. Would the gentleman yield on that point? 

Back to your statement, Mr. Corbett, these items that constitute 
policy, if we make the determination to send mail free of charge for 
members of the armed services, should that not be a charge against 
the general revenue to this country and not against a given class of 
mail user? 

Should we say that because you use the mails you must pay for all 
of these policy determinations that cost the Government a great deal 
more money, or the Post Office Department? Should we not spell 
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them out as a direct subsidy? Should we not do that and not hold 
them against the Post Office Department as a deficit, but spell them 
out as services rendered by this Government to given classes of users 
and not try to make it a charge against postal revenues? 

Mr. Corrert. I think if that point of view prevailed in this com- 
mittee it would be one of the major benefits resulting from these 
hearings if we could separate those things between the true deficit of 
the operating cost of the Post Office and separate it from the costs 
which result from national policy. I think the gentleman’s point is 
well taken. 

Mr. Gross. I suggested at these hearings a fifth class of mail in 
which we would put all of these subsidized items and those that were 
operating at a loss. I think it would be a very good idea of we did 
that. I think it would clear up a lot of this misunderstanding at the 
present time in regard to the deficit. 

Mr. Hagen. Thank you one and all for your fine contributions. 

Mr. Corserr. The gentleman is not anxious to get back to his 
questions, is he? 

Mr. Hacrun. May I continue? 

I might say that the report of the Postmaster General is very 
informative. However, I can assure you tha. I did not get all of this 
information out of the annual report and it is not all in there. TI did 
miss one item, I believe. 

We talked about it 2 days ago, about some additional items that 
may give some service which is provided at a loss to the Department. 
I believe you have pending before the ICC or maybe the hearing 
was just held, on what they called controlled publications. You 
have an application in now to increase the rate on controlled publica- 
tions? 

Mr. Wausn. Above 8 ounces. 

Mr. Hagen. The Department has authority to set the rate? 

Mr. Watusn. We have petitioned the ICC to increase that rate 
from 10 cents a pound to 11 cents a pound. 

Mr. Hacen. How much would that bring in additional revenue? 

Mr. Watsu. About $100,000 a vear. 

Mr. Hacen. This is a little item but it is a part of your deficit 
in printing envelopes. There are a few cases that I was aware of 
because I published a small weekly newspaper back in Minnesota 
some 20 vears ago for almost 4 vears. I disposed of all of my interests 
in the weekly newspapers and have no interest in any of them and 
have not had for 19 vears, except that I am their friend and want to 
help them 

However, the post offices do have a loss on rejected orders for 
printed envelopes occasionally. I just wondered if it amounted to 
much? A man might buy 1,000 or 5,000 envelopes. Meanwhile he 
went bankrupt or died or sold the business or changed the name and 
he turned down the order 

Now, in such cases do you receive a deposit on these orders—in 
some cases you do and in other cases you do not perhaps. Outside 
of the work of handling these and shipping them back, or burning 
them up or destroying them, or imprinting them over again, was there 
any loss to any degree on those? 

Mr. Watsu. Deposit is required in every case to take care of the 
printing. 
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Mr. Haagen. Mr. Cole’s testimony, as I recall, was that deposit 
was not always required and if the deposit was required, it was not 
sufficient to cover the loss. Can you answer that question, Mr. Cole? 

Mr. Coie. I was discussing the amendment. 

Mr. Hagen. Was a deposit required on all orders for printed en- 
velopes from the United States post offices in all cities or was it 
only in cases where they had to be delivered from the post oflice to 
point of destination? 

Mr. Cour. In cases where the envelopes after the order bad been 
filled are to be delivered away from the post office, then the full 


. ' ' 
umount is to be pad DY the one plac ne the order, as i recal 

In other cases, a portion, a deposit is made and the tater a renut- 
tance is made when the order is received and before delivery of the 


t 


order to the patron who desires this printed material, 


Mr. Hacen. Is it safe to say that some depos sure not received? 

Mr. Cour. In some cases they are received and in some cases the 
are Tot 

Mr ITAa Ns Do vou have a record of any, Mr. Walsh? 

Mr. WALSH | think the purchasel of the e ivelopes has to aiwavs 
pay a deposit that is at least equal to the cost of the envelopes In 
some other cases, they pay the full price ol the envelop. lt 
the ostave value on it 

Mr. Hagen. Your regulations require full deposi Li the Lidl 
not get it, 1t Was the fault of somebod local who should ha 
collected it. 

Mr. Strom. Deposit is required by regulation 

Mr. Haaren. if there was a loss it would be the fault of thu pos 
master who failed to collect the deposit? 

Vir. Srrom. And he would bave to pay the loss personaliy 

Mr \\ ALSH He would be re ponsibir 

Nii HAGEN. [in the case of rural route carriers they seli stam 
and money orders and things of that kind as a service to the peopl 
However, the time that they devote to that and thre « pense IAVOLS 
is that part ol tha total expenses out of which a partis taaren to appl 
to second- and third-class mail costs? 

Mr. Watsu. No, sir. The work that the rural carrier periorh i 
on money-order service, for Instance, Is assigned to the monev- 


order COSLS. 

Mr. Haagen. In the case of railway and post office railway clerk 
as | understand it, and if I am wrong I am asking you to correct or 
verify what | say—you may correct me—the primary purpose of the 
railway clerk and the railway car, or at least the clerk, is to sort out 
first-class mail? Is not a great portion of his work sorting out first- 
class mail and a very minor part of his work in handling third-class 
bundles which are already bundled up, Ol second-class mail which is 
already bundled up? Is not the primary amount of his time and effort 
devoted to first class? That is, in railway cars? 

Mr. Watsu. I think probably in a small unit where there is only 
one clerk that most of his time would be spent in the distribution of 
letter mail; but where he is working on papers or circular mail in bun- 
dles, that would be assigned to the class of mail on which he is working 
but most of his time is on letter mail. 


Mr. Hagen. Thank you very much. 
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Now, | coneluded the remarks on subsidies and special low rates 
and services 

I would like now to go into the other item of economies and savings. 

Mer. Corret Would the gentleman, before he gets into that. 


allow me a question about railroad subsidies? Will you yield for that? 


fr. Hagen. Yes, sit 
Mr. Corserr. On this particular item, believe me I am asking 
simply for information 


With the whole problem of transporting the mails by railroads, 


vou have got all kinds of arrangements and contracts, either by taking 


he whole car or certain contracts with certain lines, is there any 
figure or anv way of knowing whether or not the charges made are 
swolk ‘ yt? 

Mir. Hann. Congressman, the rates we pay to the railroads are fixed 
by the Interstate Commerce Commission in accordance with the law 
nd are ipposedly based on the cost of performing the service plus 


a fair return on the investment 
That does not quite get at what I mean 
The Interstate Commerce Commission fixes what is regarded as a 


fair rate per ton-mile But when vou get into the matter of con- 
for space or hauling a whole car, and things of that sort. J 
- 1 J 


} + ont .o) : 1; ; . P 
hneermMeg ii the sue is hot generaiy resolved in favor of the 
sac inst the post 
i 


~ titi office 
\T) HAHN Of 


course, the unit at which we ship mail is a space unit. 


We purchase from the railroad space and in increments of 3 feet. 
Mr. Cornerr. Yet you pay by the ton-mile? 
Mr. Haun. No, we pay by the car-foot of space occupied by the 


| 

Mr. Corsetr. That helps establish the mystery. You pav bv the 
and yet the rate is fixed by the ton-mile. 

Mii H AHN No, sir: it is ior air but for rail it is by the car-foot. 


\Ir. Gross That is substantially the same line of que tioning | pro- 


wounded to Mr. Stans the other day and I am glad the gentleman is 
the issue again Does the Post Office Departme nt accept from 
lroads, or any other medium of transportation, their figures, or 
do they go in and investigate the cost of transportation themselves? 


Mr. Corserr. A few years ago we had the problem of paying for 


empty cars coming back from the west coast, and that sort of thing, 
which made a considerable adjustment necessary. 

Now again | just emphasize that I am asking for information, but 
the matter of the ra lroad rates here always seemed very involved 
and seemed like we were paying a pretty stiff rate. So anything you 
can tell us would be helpful 


Mr. Haun. We have just completed a case before the Interstate 


Comme! (‘ommission which established new rail rates effective 
January 1, 1951. There were some very substantial changes in the 
basis for charges as a result of that case. We were in litigation be- 


fore the Commission for about 4 vears during which time we had some 
exhaustive cost studies in which the railroads and the Post Office 
Department participated. The results of those studies were before 
the Commission when they fixed the rate. The major thing that was 
accomplished was that we did away with the payment for empty 
return movement We also have a separate charge now for the line 
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haul and a separate charge for terminal services which provides, we 
think, a more equitable basis for paving the railroads 

Formerly, we paid a flat rate per mile without regard to the length 
of the haul. In those cases for very short haul the railroads received 
less compensation, relatively speaking, than they did for a very lor 
haul over which they could spread the terminal costs 

Mr. Gross. Will the gentleman yield briefly at that poi 

Mr. Summerfield, would it be helpful to you if you could buy your 


») 


own transportation of the mails instead of going through various and 
devious sources, getting back just very quickly to this helicopte: 
high subsidy being’ paid? You have nothing to Say about that? 
That is authorized for you? 

Postmaster General SUMMERFIELD. It would be of incal 


advantage to the Department if it had the opportunity to negotiate 


ulable 


directly with the transporters of the mail 
Mr. Dowpy. Will the gentleman yield? 


i understood vesterday fron the atement made here by SsOnit 
one | ao not know just exactiy how it was it came 1 that the 
ICC did set rates for the railreads to charge the | t Offee De 
partment, and a further statement was made maybe some of you 
will remember, and | would hke it explamed—a further statement 
was made that the Post Office De partment then negotiated with the 
railroad coi bpantes ay d in some instances aid more than the rates 
cl by the ICC and in other instances paid less i understood that 
statement to be made vesterday and | would lke to have some 
explanation of it 

Mr. HAHN. That is so Phe basic rates are set by the [C¢ , bul 
the Post Office De} ariment has au horits to nego iate with Lie 
railroads for rates either higher or lower than tl rate al i fixed 
by the Commission, the same as any shippe has he authority to 
(10) i) 

In certain cases, ' e ean only cre| into a pou by using the railroad 


4 ‘ . a ‘ ! 
and the rates, because of their operating couditions, do not adequatel 


: — 3 . 
compensate them. In the se Cases, for exampte the Alassa Nahllroad, 
we pay a higher rate. [t is on an annual contract basis for service 
over the Alaska Railroad. But in some oti cases where there is 


excellent highway transportation paralleling the railroad, we pay the 
railroad less than the ICC rate because we can get the services for less 
Mr. Downy. I was just wondering, why worry with the ICC if you 


are voing to necvotiate the rates and have a right fo negotiate the rates 


Hagen. Thank you very much. 

1 did have another remark about postmasters. You probably 
have found it not too difficult and other postmasters general have 
not had too much difficulty about it either, but is it not true tiat 
because of the fact that we have a pe 
postmasters that it makes it more difficult to operate a post office on 
a business basis? 

Without reflecting on the Republican or Democratic postmasters, 
would you say that that is a fair statement to make? 

Postmaster General SUMMERFIELD. Well, we have tried to approach 
the problem of the selection of postmasters fairly, having as our objec- 
tive the raising of the standards, picking persons with a background 


litical methed of select 
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that has pre pared them to « ffectively and efficiently operate the par- 
ticular post offices for which they are being considered. 
The political considerations are only part of the picture. The 
qualifications of the man, and his availability, are the principal ones. 
The CuatrMan. Does the gentleman have in mind changing the 
th 


xl of selecting postmasters’ 


\ir. Hagen. I will answer that any time, but I do not want to delay 
this proce aing Laughtei 
Now we will go into economies and savings 
Yesterday, we had a former Senator from Wyoming talking about 
possible economies in airimail and, as I understand it, you have indi- 
into the possibility of saving money on 
transportation for airmail? Is that right? 

Postmaster General SUMMERFIELD. That 1s correct, sir. 

\Ir. Hagen. You do not have an estimate of what savings you might 

li any program that Vou have in mind is developed? Is it too 
early for that? 

Postmaster General SUMMERFIELD. Because of the very magnitude 
of the volume of business that this Department is handling, we can 
ill afford to go beyond a poimt of origmating a pilot operation for 
expe rimental purposes fol the purpose of determining what savings 
could be realized in a certain area. So that once that has been estab- 
lished, we know the limits in which we can effectively change 
transportation 

Then, at that pomt, when we know we are perfectly right, we pro- 
ceed to expand on that basis 

\ir. Hagen. Thank you very much. 

Postmaster General SUMMERFIELD. We are conscious of the risk we 
already have without taking additional unnecessary risks. 

\MIr. Hacen. I know you are going to do a good job all along the 


cated that vou are looking 


Postmaster General SUMMERFIELD. Thank you, sir. 

\ir. HaGen. Dave Beck, general president of the International 
Brotherhood of Teamsters, Chauffeurs, Warehousemen and Helpers of 
America, 100 Indiana Avenue NW., Washington, D. C., is purported 
to have made a statement, eithe) publicly or otherwise, that in his 
opinion he could save a lot of money by using more trucks for mail 
transportation. I understand that you have already explored that 
and gone into it. Are you still developing a truck program in the 
hope of saving some money in transportation? I know you have done 
it; are you still going ahead further with it? 

Postmaster General SUMMERFIELD. Yes, sir. 

Mr. HaGen. You anticipate quite a few million dollars of savings? 
Do you have any estimate of the posssible amount of savings? | 
Suppose it Is difficult to estimate it 

Postmaster General SUMMERFIELD. It would be pure conjecture if 
| were to estimate a figure 

Mr. Hagen. There has been some discussion about the type of 
trucks which you use. I have been told and if I am wrong, I would 
like to be corrected, that these trucks cost about $400 more than 
standard trucks and then when they are turned in on resale or trade-in, 
you get about $400 less. , 

In other words, it is an $800 difference there, approximately, on the 


average truck that is used by the Department. Has there been any 
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consideration civen recently to changing the type of trucks so that 
when you buy them it may cost you less and when you turn them in 
you will get more for the truck? 

Postmaster General SUMMERFIELD. We are making a very thorough 
investigation of all our trucking facilities with the idea of eventu- 
ally acquiring more standard equipment rather than expensive 
special-order equipment. 

Again, there is en area in which you must proceed carefully. 

Mr. Hacen. In other words, as time goes on, you will show much 
ereater economies than we have so far seen evidence of, is that right? 

Postmaster General SUMMERFIELD. We are certainly going to try 
to, sir, and | am confident that we will make some substantial savings 
which will permit the Post Office Department to do some other things 
that are very necessary, and concerning which there have been no 
plans made to finance them. 

The CHarrmMan. Will the gentleman vield? 

Without taking too much time, this committee and the 82d Con- 
gress made a recommendation on that subject. 

Mr. Hagen. That is right. 

Now, someone has reported to me that about July 1 in a television 
program with John Taber, you made some assurance that you might 
be able to save as much as $200 million after you had been in office 
several years and worked out every effort of economy and efficiency 

Was it true, and if it is true, do you still stand by some sort of an 
estimate of that kind? 

Postmaster General SUMMERFIELD. Let the gentleman he was 
quoting answer that. 

Mr. Srans. Mr. Taber was quoting me, based upon my reports to 
him when I was part of his task force on the budget. What I told 
Congressman Taber was that I thought the Post Office budget could 
be reduced by $200 million if the Post Office Department adopted a 
t-vyear program of modernizing and becoming efficient but that it 
would take 4 vears to accomplish that. Part of that $200 million is 
reflected in the cuts of $75 million that the committee already took 
out. I will still stand by the fact that over 4 years there can be very 
substantial economies. 

Mr. Hagen. May I proceed? 

Mr. Downy. Just on that point. 

Mr. Hagen. It is a brief statement? 

Mr. Dowpy. Very brief. 

The question I wanted to ask was, What budget were you talking 
about reducing? .Was it the Truman strawman budget or the 
budget appropriated from year to year? 

Mr. Srans. The middle budget, the one that the Bureau of the 
sudget approved and Mr. Truman submitted to*Congress while he 
was still President 

Mr. Downy. The Truman budget is the one you are talking about 
cutting $200 million rather than the budget that has been voted from 
year to year by the Congress? 

Mr. Srans. That is right. That has already been cut $75 million, 
which is part of the $200 million I mentioned. 

Mr. Downy. Thank you, Mr. Hagen. 

Mr. Boiron. As I understand it, that statement was made without 
any contemplation, no contemplation of the figure for any raise in 
salaries or for any raise in railroad rates. 
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\i STANS Absolutely 
Mr. Hagen. Thank you very much. 
There is an item about consolidation of outmoded rural routes. 


\s population changes come and go, there are some rural routes that 


may not be sufficiently patronized, or on which there should be some 
change Maybe in some cases you have 7 or 8 routes out of town; 
the population changes so that you may only want 6 or 7 instead of 
7 or 8. Is there any handicap to you in that program, and I presume 
vou attempt to do it where necessary because of the law which Says 
now that you cannot displace a rural carrier who has such a job and 
who is still living. 

In other words, to displace him, he has to die or resign; is that right? 
So vou are are affected by that law. 

Postmaster General SUMMERFIELD. Definitely, sir. 

Mi H AGEN In the handling of possible economies in rural route, 
so that law does hamper vour policy on that, or any efforts you may 
make 

Mr. Correrr. Would that be considered part of the farm subsidy? 

Mr. Hagen. That was a law enacted by Congress to protect rural 
carriers, I believe. In some ways it is pretty good protection and 
Congress saw fit to do it 

Does that answer your statement? 

Mr. Corserr. I was calling it to the attention of the gentleman 
who is not paving attention 

Mr. Coie. I ask unanimous consent to go back and correct a state- 
ment I made a moment ago in regard to the deposits on printed 
envelopes [ have asked our committee assistant to get for me the 
instructions to Assistant Postmasters General deposit will be re- 
quired to pay the entire cost of the envelopes in the office. At a 
nondelivery office the payment of the entire amount in advance is 
optional with the patron. However—and this is what I would like 
to correct, because | made a misstatement on that which I did not 
intend to—however, a minimum deposit sufficient to cover the cost 
exclusive of the postage value is required. 

Mr. HaGen. That is fine; thank vou very much. 

The CuatrmMan. The record will be corrected. 

Mr. Hacen. We are all pleased at your program in New York City 
of modernization and efficiency and better operation and better service 
at the same time. Is it true of the report that I heard that about $10 
million has been saved in | year’s time after you got vour program fully 
into effect? 

Postmaster General SUMMERFIELD. That is our objective, sir. 

Mr. Hacen. Could a similar program be developed for Boston, 
Chicago, and other places, and if not such an amount at least a 
considerable saving could be made? 

Postmaster General SUMMERFIELD. We certainly hope we can, sir. 

Mr. HaGcen. In your studies along that line, vou are aware, I am 
sure, of the fact that in some post offices the per-unit cost is high, 
very high compared to another large post office where it is relatively 
low. 

Postmaster General SUMMERFIELD. That is correct, sir. 

Mr. Hacen. We had a study made some years ago along that line. 

We are also happy about your announced program of improved 
accounting, bookkeeping methods, which was criticized by the Hoover 
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Commission, and other studies have been made in the General Ac- 
countinz Office through the St. George subcommittee which made some 
recommendations along that line. I presume you are going into that 
pretty well at this point to improve methods and save some money. 

Do you have any idea how much money you might save because 
of these accounting, bookkeeping, and recordkeeping improvements? 

Postmaster Generai SUMMERFiELD. The man in charge of it is here. 

Mr. Srans. I do not think it will be possible to estimate. For 
some time we are going to be spending more money than we save in 
order to improve controls and make the studies necessary to determine 
what changes are required. 

Mr. Hacen. It isa very important problem. 

Mr. Stans. It is. 

Mr. Hacen. For instance, I read in the paper where some baffle 
plates were wanted at $2.97 and required 24 signatures on them and 
20 different datings and took 4 months to wind up the deal. That 
is not unusual, however. We went into studies on other agencies, 
and it is common inefficiency among many Federal agencies, we found 
out in our study of 2 years ago, so you are not alone in that inefficiency, 
but your Department at least, and others, I hope, is making an e ffort 
to correct that. 

Mr. Srans. I would like to avoid the implication that there is any 
inaccuracy in the accounting. The accounting is clumsy, old fash- 
ioned, but it is accurate. It should be streamlined tremendously 
and should be more helpful to management, and that is the area we 
are working on. 

Mr. Hagen. Trying to eliminate needless forms and unnecessary 
steps along the way. 

The CHAIRMAN. In line with a recommendation made bv this 
committee. 

Mr. Hacen. I think you were chairman at that time. Was that 
not some years ago? 

The CuarrMan. It was fairly recently. 

Mr. Haaen. So we can expect millions of savings there in succeeding 
years. 

Postmaster General SUMMERFIELD. I hasten to say, Mr. Congress- 
man, please do not expect us to accomplish all of these things overnight. 

Mr. Hacen. I realize that you cannot because you have the biggest 
business in the world to work out, and it is the most complex and has 
many, many problems. 

Postmaster General SUMMERFIELD. I think the members of the 
committee would find it very illuminating if in months to come, 
you would occasionally drop over to the Post Office Department 
and sit down with us and take a look at some of the things we try 
to do. We would be very grateful to you if you would try to do that 
because we have mutual responsibility i in doing these things and we 
would like to have you kind of go along with us in all of these things 
that we are projecting into the future. 

Mr. Hagen. You can be sure that I—and I am sure the com- 
mittee—will be very patient with your efforts which are very laud- 
able and I know will result in tremendous savings. 

Postmaster General SUMMERFIELD. We would love participation. 
That is the point I am trying to emphasize, sir. 
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Mr. Hagen. Now, you have a program of improved methods and 
savings in ordering your own supplies as well as probably consider- 
ing cheaper ways of transporting your supplies. Is that a part of 
your program now or is it in the near future? 

Mr. Strom. We have made a study of the supply system and the 
Bureau of Facilities at the present time is streamlining that opera- 
tion. It will set up regional offices to supply the post offices and 
other units with supplies and equipment. 

Mr. Hacen. Going to the next item, there has been some com- 
plaint about the complexity of the regulations, rules, for handling 
third-class mail. These may not only hamper the mail but it re- 
quires more time, more paperwork, on the part of the postal employee 
to handle these complicated regulations. 

It has been reported to me that you should, or perhaps you are 
now doing, developing a program of attempling to simplify the 
reonlations and the handling of third-class mail; is that right? 

Mr. Srrom. To simplify the handling of third-class mail? 

Mr. Hacen. Someone has complained about the rules and regula- 
tions and the complexity of handling of it and the work on the part 
of the Department. 

Mr. Srrom. It is 

Mr. Hagen. Maybe that is not a justified complaint; it has been 
reported to me. I wondered if there is any program to simplify that 
program? 

Mr. Srrom. There are some possibilities of streamlining that oper- 
ation. However, it will be necessary to take into consideration the 
accounting as well as operating problems in solving it. 

Mr. Hagen. Now, you have a program before our committee of 
handling rentals of buildings for offce use. I think it was an excellent 
idea. I believe the chairman introduced it and it is proposed to save 
$5 million a year if and when that goes into effect; and I am hopeful 
the committee will act on it soon as we can get into that program and 
give you more authority and leeway in handling your rentals so you 
can save a good amount of money from time to time. 

It has been reported to me that there were a lot of complaints—we 
had some evidence of it in our hearings before, of the considerable 
loss in parcels that were damaged in shipments or storage. These 
parcels are placed in sacks and get in the bottom of a big car and there 
is a lot of stuff damaged. 

Can you give me any idea of the loss entailed to the Department 
because of parcel-post claims. damages, or lost packages? The only 
reason I want the figure is because of the fact that we want to point 
up the problem and also to see if something can be done to reduce 
those losses in the manner of economy and efficiency, both insured 
parcels and not insured. 

Mr. Watsu. I do not have those figures with me, sir, but we could 
put that in the record. 

Mr. Hagen. Are you presently planning or developing a program 
to depreciate or lessen those losses and to handle parcel post in a 
manner that will not bring about so many losses? Is there any 
possibility along that line? 

Mr. Strom. We are having a study conducted; in fact, it covers the 
handling of parcels and proper packing in partic ular—this is in 
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cooperation with the Department of Agriculture and the Bureau of 
Operations; they are working with our office on the study. 

Mr. Hacen. I suppose it is also a matter of education of the 
shipper. 

Mr. Srrom. It is a question of specifying the proper containers. 

Mr. Hacen. We have mentioned the increased rentals from box 
rentals. 

Mr. Gross. I wonder if we could have an average of the box rental 
increase, the average increase? 

Mr. Rosertson. About 33% to 40 percent average increase. The 
biggest increases were in the boxes in the biggest stations. 

Mr. Hacun. We have already discussed the $17 million expected 
increase in parcel post on foreign shipments, shipments to foreign 
countries, but in connection with that I have received a letter from a 
person who is shipping parcels to the Iron Curtain countries com- 
plaining about increased rates. Did those rates apply to shipments 
of that kind and will they apply to shipments of all kinds to Europe, 
or is there any exemption on that? 

Mr. Hann. No exemption on that; they are uniformly applied. 

Mr. Hacen. They made the complaint that they were shipping 
food to people behind the Iron Curtain countries and it was more 
difficult to do now on account of the increased rates and those are some 
of the problems you run up against, though. 

Mr. Gross. I would like to ask Mr. Robertson a further question 
on box rentals. That would return how much? 

Mr. Roserrson. We estimate about $5 million. 

Mr. Gross. About $5 million, and that will help reduce the deficit. 

Mr. Ropertson. That will help. 

Mr. Hacen. Now we can go into this envelope printing business. 

Mr. Botron. Will the gentleman yield for one moment? 

May I ask again on an average figure, what the average raise in 
foreign rates was in percentage, in those shipments? 

Mr. Haaren. Foreign parcel post? 

Can you put that in the record at this point? Is that all right, Mr. 
Chairman? 

The CuarrmMan. Yes. Without objection that will be done. 

(The information requested is as follows: ) 

71 percent for a 12-pound package (the average) on the basic rate—45 cents for 
first pound and 22 cents for each additional.) 

Mr. Hagen. I have been informed that it is the opinion of Mr. 
Cole’s committee that a considerable saving might be achieved if the 
Government would get out of the printing on envelopes business in 
competition with private enterprise. You receive over half a million 
orders a year, and with the information the committee has and to 
which I have given some study, there is a loss there in my opinion of 
between $2 million and $3 million annually. Of course, that is dis- 
puted by the Department. But I just want to add it to the record 
as a possible savings at this point because we are looking for savings 
and economies. But perhaps you do not care to comment about it 
at this time. 

Postmaster General SUMMERFIELD. What is the point of dispute? 

Mr. Hagen. About the loss to the Government because of printed 
envelopes for business firms with name and address up in the left-hand 
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corner. I think the Department claims that they break even or do 
not lose any money but the evidence of Mr. Cole’s committee shows 
that in many cases the return to the Department is even less than the 
cost of transportation of the order. 

The CuarrmMan. The gentleman observes there is a dispute. 

Mr. Hagen. There is a bill introduced by our chairman to get the 
Government out of competition with private enterprise on the print- 
ing of « nvelopes. 

Ir. Murray. I understand that there was big money in the sale 
of stamped envelopes. 

Mr. Hacren. That has been a contention over the years. 

\M[r. Cote. Our committee disclosed a loss to the Department of 
around $1 million per annum. 

Mr. Hagen. About a million dollars. That is your contention. 

Mr. Lestnxst. Who made that statement, Mr. Cole, may I ask? 

Mr. Coir. It was compiled by me through the ramifications of 
and the time consumed and the employment of these special clerks to 
do nothing but process the orders. 

Mr. Lestnski. I do not have the figure before me at the present 
but the envelopes cost about $2.80 a thousand and the Department 
makes $1.94 or $1.96 on the env elopes; charges 44 cents for the printing; 
actually, the Department breaks even or it is $4 and not quite $5 the 
Department charges the user of that particular type of envelope, for 
the handling, the cost, and the printing of that envelope. 

Now may I say this? At the present time—and in no disrespect to 
you, Mr. Cole, because there were certain things during that hearing 
which were not brought out that I have come across since one thing 
has to be understood: That the contract is made once every 4 years. 
At that time, it is at a presidential year, that was 1949—a new contract 
is to be drawn up this year. The new rates are to be, the price of that 
envelope will be coming up here shortly. The Post Office Depart- 
ment is to increase that cost to the user of the mail. So there is going 
to be a definite change and the Post Office Department has made 
money in the sale of that particular sort of mail. It has always made 
money on il 

Mr. Coxe. Is it your contention that the Post Office Department 
has made money? 

Mr. Lestnskxr. Always has made money; correct. Mr. Robertson 
also has said that. 

Mr. Coir. May I say that I am about to have a conference with 
Mr. Robertson this afternoon to go into that situation and if the figures 
I have compiled are correct, it shows a loss to the Department of more 
than $1 million per annum. 

Mr. Murray. Let us get back to the postal rates; we have not 
discussed the postal rates yet this morning. 

Mr. Lestnskr. At the present time, the Department is losing a 
little bit on it. I will have to say that. But the Department as a 
whole has not lost money on 1b. 

Mr. Cote. Would General Robertson care to comment on that? 

Mr. Ropertson. It is a very involved matter. It goes back to the 
cost of the stamps on the stamped envelopes and the envelopes them- 
selves. The printing is only an incidental part of it. 

On the entire stamped-envelope project our records show that we 
are losing money for the reasons that we are operating under a price 
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list that was made up in 1949; and, as I testified before the subcom- 
mittee, we believe those prices should be increased, and we are work- 
ing on a study to put a proper price on them which we are sure will be 
higher than the price which is being charged now. 

Mr. Lesrnsxi. Mr. Robertson, just a moment now. You were 
given an increase in prices just this year. 

Mr. Roserrson. That is right. 

Mr. Lestnsxr. The early part of 1953, and you have not gotten 
around to increase your price. 

In other words, vour deficit has occurred in the last recent months. 

Mr. Hagen. I might say that that matter will probably come up 
later; so, let us go on. 

Mr. Murray. Get on the postal rates, if we are going to get on it 
at all today. 

Mr. Hagen. I am about through, and I was wondering if I should 
vield to Mr. Moss. I could be through in 10 minutes, | think. 

The CuatrmMan. Take your 10 minutes. Is that satisfactory to 
Mr. Moss? 

Mr. Moss. You go ahead, Mr. Hagen. 

Mr. Haaren. I might point out this point: that there is a subsidy in 
the case of printed postal cards furnished by the Department. In the 
case of the sale of stamped envelopes, you charge the customer for 
paper in the envelope. In the case of the postal card, you give it to 
them free so that in that case there is a subsidy, just for the sake of 
the record, and I will ask the clerk at this point to insert the cost of 
the paper going into the Government postal cards sold to the public 
in the last fiscal year of 1952 at this point. 

(The information requested is as follows: 


] During the fiscal vear 1952, 3,560,695,000 Government postal cat is were 
. 


purchased. The cost was $2,604,227. The average cost for postal cards was 
73.1 cents per thousand. 
2) No study has been made and no information is available on the average 


distance from rural mailboxes to the doors of patrons’ houses, 

Mr. Hagen. [I would like to mention now some luxury services in 
Washington and other places throughout the -country in so-called 
substations. A man came into my office the other day and said: 


I live from 2 to 3 blocks from 2 substations in the city of Washington. In 
another instance there is a post office in Chevy Chase, Md., on Connecticut 
Avenue, and it is only about 100 vards from the District of Columbia line, and 
just across the line about 500 yards away 1s another post office ealled Chevy 


Chase 15, Md. 

That is a situation that is general in bigger cities throughout the 
country, and I would think for the sake of economy that some effort 
might be made in looking into the closing of some of these unnecessary 
so-called substations. It is a luxury service. 

In my hometown we walk 2 or 3 miles tu the post office and have 
no complaint about it. In the city if vov walk 2 or 3 blocks, to me, 
it would seem like a luxury service. Have vou given any study up 
to this time, or do you intend to study the locations and the need for 
some of these thousands of substations which we do have throughout 
the country? 

Postmaster General SuMMERFIELD. That is included in our plans. 
I am glad to have you encourage us to continue. 

Mr. Hagen. That is excellent. 
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A program was suggested by the employees. We had some dis- 
cussion some years ago in a hearing that the program of suggestions 
by employees for efficiency and economy was not encouraged too 
much in the Department. In fact, the number of suggestions received 
was far less than a comparative organization, a corporation or business 
with a large number of employees, would receive. In fact, many 
corporations with many less employees received many more 
suggestions. 

Furthermore, the percentage of the suggestions which were accepted 
by these corporations was far in excess of the percentage accepted by 
the Post Office De ‘partment. 

Do you have a plan to encourage more of these suggestions and look 
into them a little bit stronger and completely with a view of adopting 
some suggestions which will bring more economy and efficiency into 
the Post Office Department 

Postmaster General SUMMERFIELD. That is one of the first policies 
we initiated, sir. We have encouraged folks all over the country to 
do that. We do not have the same latitude that independent corpora- 
tions have in the acceptance of some of the suggestions, but we cer- 
tainly want to encourage them, and I have signed a good many 
approvals for checks to compensate some of the gentlemen throughout 
the Postal Establishment during the past few weeks—quite a number. 

Mr. Hacen. The more we hear about the story the better job we 
think you are doing. 

Mr. Murray. The postal-rate bill 

Mr. Hacen. It convinces me more and more that these drastic 
rates would not be so necessary. 

Along the line of transportation problems again, it has been reported 
to me that many railroads—on main lines, at least—have a fast- 
freight service. Has any thought been given to using fast-freight 
service between major cities instead of passenger service and thereby 
getting a lower rate on mail? 

Postmaster General SUMMERFIELD. Yes, sit 

Mr. Hagen. You expect some economies along that line? 

Postmaster General SUMMERFIELD. It has not only been thought of, 
but it is being discussed, and an attempt is being made to set some 
pilot operations up in that field. 

You might be interested to know in response to your last question 
that Mr. Strom tells me that there were four $1,000 checks that have 
been issued to employees for very helpful suggestions during the last 
year. 

Mr. Hacen. That is wonderful; we are doing better all the time. 

Now, in conclusion, the other questions I have are in process and 
T will ask Mr. Stans them at some future time but in conclusion 
I would like to ask, if it is possible, to get anything that is nearly 
approaching or close to a firm, detailed statement as to the total 
special low rate, special subsidies, special services, that can be charged 
off from this big deficit. In all the reports we have received, we see 
a good many of them, but at no time have we seen a complete list 
in full detail of all of these. 

Of course, I admit that some of these subsidies are in dispute and 
some of them are intangible, and some of them you do not have 
the answers for and [ do not have the answers for. 
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Postmaster General SumMERFIELD. Congressman, I would like to 
insert for the record at this time, and I regret that we just do not 
have enough additional copies with us of 

The Cuarrman. It will be printed so that everybody may have a 
copy 

Postmaster General SUMMERFIELD. We have analysis of the postal 
deficit and the listing of the subsidies in the post office deficit here, and 
I would like to insert it into the record. 

(The information referred to is as follows:) 





ANALYSIS OF THE POSTAL DEFICIT 


Projected annual deficit if rate increases are granted and air subsidies Milions 


are transferred to Civil Aeronautics Board ies , $74. 5 
Underestimate of revenues for 1954 80. 0 
Total 154. 5 
Less reduction if reimbursement is received for penalty and franked mail 36. 0 
Remaining arnual deficit 118. 5 
Less reduction if hidden subsidies are eliminated or reimbursed 82. 4 
Annual operating deficit (if rate increases are granted) - oe 36. 1 
SUBSIDIES IN THE POST OFFICE DEFICIT 
se ) 
Open subsidies: Millions 
Air carriers _ _ - ; $79. 0 
Penalty and franked mail__- 36. 0 
TOON wc <<< , Sia a L , ‘ wise a mahily 115. 0 
Hidden subsidies: 
Cost of free handling of mail for armed services personnel_-. bil a 3.8 
Cost of ‘Free in county’’ second-class mail 13. 6 
Loss on second-class publications of certain nonprofit organizations 50. 7 
Loss on third-class mail for certain nonprofit organizations : 12. 6 
Loss on mail for the blind 6 
Loss on library books wo 
Loss on services for other Government departments (savings bonds, 
revenue stamps, and bird stamps oo 
Total ; 82. 4 
Notr.—No showing is made for work performed for the Civil Service Commis- 


sion (2,175,000) or for the custodial service for other departments and agencies 
in public buildings under the custody of the Post Office Department ($9,300,000). 
Services to the Post Office Department by the Civil Service Commission in re- 
eruiting and examining postal employees, administering the Civil Service Retire- 
ment System, and contributions to the retirement and disability fund amount to 
about $90 million annually. Also, maintenance costs of postal quarters in Gov- 
ernment buildings paid by the General Services Administration amount to about 
$14,500,000 and exceed the cost of a similar service furnished by the Post Office 
Department for other Government agencies. 


Mr. Hagen. Would you care to briefly explain the totals for the 
benefit of the committee? 

Mr. Stans. We have started with the $74 million projected deficit 
and added $80 million for the underestimate of revenues for 1954. 

The CHarrmMan. Which brings you to your total of $154 million on 
an annual basis. 

Mr. Stans. If reimbursement is received for penalty and franked 
mail, that will take $36 million out and bring the deficit down to 
$118 million. 
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The hidden subsidies, the ones that Congressman Hagen has been 
asking about this morning, at the cost to the Department, add up to 


$82.4 million: So if they are taken out, that leaves us with an annual 
operating deficit of $36 million if all of the rate increases are granted, 
and if the air lines subsidies are removed and the penalty mail sub- 
sidies are removed. 

Mr. Hagen. But we are not considering any contemplated, ex- 
pected or certain economies within this year or next year, of course. 

Mr. Srans. Other than those that were taken out in fixing the 
budget 

Mr. Hagen. That is fine. 

Mr. Wirnurow. Could I ask a question? 

Mr. Hacen. I want to close now and I want to thank you one and 
all for coming here. I think we have had a very fine hearing. 

For my part, I have not attempted to delay but I want to have a 
complete period of questioning and I think we brought out some 
information here that has been worthwhile and I appreciate your 
coming up. 

The CHarrMAN. Have you anything further? 

Mr. Hagen. I have concluded at this time, Mr. Chairman. 

Mr. Wriunrow. Mr. Chairman, could I ask one question? 

The CHatrrMAN. We agreed to yield to Mr. Moss. 

Mr. Wirnrow. Could you tell me what it costs to handle the 
average piece of first-class mail? 

Mr. Botron. Would the gentleman yield while they are looking up 
that request? 

Would it be possible for the Department at a later date to furnish 


us with that which was inserted in the record regarding the deficit, 


to members of the committee? 


Postmaster General SUMMERFIELD. Immediately, as soon as we 
can run it off on the machine. 

Mr. Stans. The average cost of a piece of first-class mail is 2.98195 
cents 

Mr. Wirnrow. 2.98. And then for second-class? 

Mr. Stans. 4.194 

Mir. Wirnsrow. Then for third-class. 

Mr. Stans. 3.116. 

Mr. Witrurow. Thanks ever so much. 

The CuHatrMan. Mr. Moss is recognized. 

Mr. Moss. Mr. Chairman, with the understanding yesterday that 
the gentleman from Minnesota would be accorded this time, I did not 
come prepared to ask some of the questions in which I am interested. 

| have compiled three requests for information which I would 
appreciate receiving as early as it is possible to assemble it. 

Postmaster General SuMMERFIELD. You will have complete and 
immediate cooperation. 

Mr. Moss. In the form of a memorandum which I shall hand you, 
I asked for itemized breakdown of the amounts of deficit occasioned in 
handling mail of 5 or 6 of the largest circulation magazines, such as 
Life, Saturday Evening Post, Ladies Home Journal, Colliers, and so 
forth 

In order to clarify the contentions that have been made here on 


first-class mail and its various categories, I would like an itemized 
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breakdown on the costs and receipts for first-class mail, local and 
nonlocal. 

Postmaster General SUMMERFIELD. Very well, sir. 


The information requested on July 18, 1953, by Hon. John E. Moss, of Cali- 
fornia, is as follows: 


Itemized breakdown of the amounts of deficit occasioned in handling mail of 5 or 6 
: : y { , 
largest circulation magazines and 4 or 5 largest circulation newspapers 


Quarterly 
Quarterly ne postage at Cost of 
weight Copies present handlit Lo 
rate 
Million 
MAGAZINES pounds Millions 
Life 47.5 45.8 | $1, 273.000 | $3. 424. 000 $2. 151. 000 
Saturday Evening Post 34.1 36.9 690. 000 2. 321, 000 1 631.000 
Ladies’ Home Journal 10,2 i 215, 000 623, 000 108. 000 
Collier’s 17.4 33 326. 000 1. 623. 000 1, 237, 000 
Reader’s Digest ; ‘: 7.0 23. 5 134, O0C 1. 051. 000 )17, 000 
NEWSPAPERS 
Chicago Tribune ) 8 154, 000 601, 000 447.000 
New York Time . 6 211. 000 636, 000 42 0 
Detroit Free Press ~ 1.4 17. 000 75. 000 BR (KK) 
St. Louis Post-Dispatch 6 2. ¢ 37. 000 150, 000 113. 000 
Los Angeles Times 5 7 24. 000 69. 000 15. 000 


The above figures are based on mailings for the quarter ended December 31, 
1952. Postage paid has been adjusted for the 10-percent increase on April 1, 1953 
Costs are based on expenditures for the fiscal year 1952. 


Itemized breakdown on costs and receipts for first-class mail, local and nonlocal, 


fiscal year 1952 


Average | Ce 
Pieces Revenue I a : a | = 
‘ ( K Ext 1. 
Reve aI 
| 
Millions | Millions | Millions | Millions Cents Ce 
Nonlocal letters and sealed parcels 15.1 $542. 0 $478. 8 $63. 2 | 3. 60 18 
Local letters and sealed parcels 7.4 235. 1 192.7 | 42.4 3.18 | 


Mr. Moss. And the same kind of information as in the first request 
for four or five of the largest circulation newspapers. 

That concludes my questioning for the moment. 

The CuarrMan. Any further questions? 

Mr. Moss. Not at this point. I will have other questions of the 
Department, though not necessarily for the Postmaster General. 

The CuHarrMANn. Very well. 

Mr. Downy. I would like to ask one question in reference to what 
Mr. Withrow asked a while ago. 

The CuatrMan. Mr. Dowdy is recognized. 

Mr. Dowpy. He gave us an average cost of handling each class and 
now have you got the average amount of postage received on each of 
those three classes? 

The CuatrMan. Mr. Stans, do you have an answer to that question? 

Mr. Stans. Yes, sir. 

First class postage averages 3.180 cents. Second class is 0.738, and 
third class is 1.467. 
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Mr. Dowpy. Whenever Mr. Moss gets through—he is probably 
going to ask some questions that 

The CuatrMan. He is through for the present. 

Mr. Moss. When the answers come back 

Mr. Downy. I am interested in the same information he is and 
until we get that, I am not ready to ask the questions. 

The Cuarrman. Mr. Moss has concluded? 

Mr. Moss. I have concluded questions of the Postmaster General. 

The CuatrMan. Is there anyone else who wants to inquire direct 
from the Postmaster General. 

Mr. Gusser. I get the impression here, and I am sure you will 
correct me if I am wrong, that even if the increases were allowed you 
would still have a deficit as has been brought out many times. Mr. 
Hagen in his questioning here I think has brought out some very 
excellent points, fields in which economies can be effected, and I 
am sure that you agree with most, if not all, of them. 

Now, the point that I am getting at in this questioning is this: Is 
it possible that, assuming you conduct investigations in all the lines 
which Mr. Hagen suggested, and assuming that you effect every pos- 
sible economy in those lines, is it possible that we would not need the 
rate increase and that we could do away with the postal deficit with 
his suggestions? 

Postmaster General SuMMERFIELD. Oh, no. 

Mr. Gusser. Is it possible that you can even come close? 

Postmaster General SUMMERFIELD. No. 

Mr. Gusser. Is it possible that all of those economies possibly would 
not even account for the $36 million which Mr. Stans just mentioned? 
Possibly you do not want to commit yourself. 

Postmaster General SUMMERFIELD. Certainly not within the next 
2 or 3 years. 

Mr. Gusser. Then am I correct in reaching this assumption and 
would you comment on my assumption, namely, that you are gcing 
to continue to effect all the possible economies, all of the economies 
possible regardless of whether you get this rate increase or not? 

And, secondly, that the argument that there is further room for 
economy is not a valid argument against this postal-rate increase? 

Postmaster General SUMMERFIELD. I will answer the last one first. 
Absolutely correct, sir. 

To think that we could, in the immediate future, bring about such 
efficiencies and corrections as to eliminate the steps that would 
obviate that rate increase, I would be less than honest if I said any 
such thing is possible. We intend, of course, to do everything we 
can. We have done that since the first day this new organization 
took over; we have worked to bring about every economy and 
improvement that we possibly could. 

Certainly our purpose in being in this Department today, and I 
speak for the whole establis hment, is not just for the purpose of 
raising rates, but to provide better service to the people of this 
country, and to do it at a very minimum of cost. 

In the meantime, everything we do we are going to do thoroughly 
and expeditiously with full recognition of all the facts ard all the 
factors that affect the operation of the Postal Establishment. 

And if I might say, Mr. Chairman, I am very grateful to you as 
chairman and to the members of your committee regardless of party 
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for bringing this bill before the committee and giving this Depart- 
ment an opportunity to be heard and thus explain to you our views 
on the problem that we must face together. 

This extra hearing this morning, taking time out of your busy 
lives, interrupting your plans for the weekend, I know is of great 
importance to you and we are grateful to you. So in behalf of the 
whole Postal Establishment, all the members of the staff and myself, 
I want to say we are very grateful for the opprotunity that you have 
provided for us. 

The Cuarrman. Likewise, we appreciate your very fine presenta- 
tion by you and other members of your staff. 

Mr. Gross. Just one final question. 

Mr. Postmaster, do you know of any major industry in the United 
States today that is not now subsidized directly or indirectly by the 
Federal Government? 

Postmaster General SUMMERFIELD. You say, great industry? 

Mr. Gross. Any major industry in the country that is not now 
subsidized directly or indirectly? 

Postmaster General SUMMERFIELD. I can assure you that the indus- 
try that I have some connection with is not being subsidized by the 
Government to my knowledge. 

Mr. Gross. Do you say that the industry with which you were ¢ on- 
nected produces no tanks, airplanes, motors, or trucks for the military? 
Are they shipping any products overseas to foreign countries paid for 
out of so-called foreign funds? 

Postmaster General SUMMERFIELD. Your question is so involved, 

I think it would be difficult for me to reply and spell it out for 
you. 

Mr. Hagen. Will the gentleman yield? 

I want to make the observation at this point that certainly in my 
opinion the American people will accept any increases in postal rates 
if they will see some evidence and resultant economy and efficiency 
in the Department; but they do ¢ omplain to me and others, I am sure, 
about the haste of the new increase in rates before the administration 
has really got its feet on the ground and before they have shown evi- 
dences of promised economies and efficiency that we made to them 
last fall. In a general way, do you not agree that people will accept 
higher costs and rate increases if they understand the problem and 
understand the situation better and if the people who are asking for 
higher rates have shown to them that we are making a real solid 
effort to save money in the Post Office Department or making an 
effort to give more service and more efficiency? 

Postmaster General SumMeRFIELD. I do not find that the people 
think that we are acting hurriedly in the Post Office Department. 
I find, on the contrary, that they seem to be very grateful and very 
pleased that we are carrying out the promises ms ade during the past 
that we will move effectively to get our economic house in order, the 
Nation’s economic house includes the Post Office Department. I am 
sure they recognize and appreciate some of the improvements in service 
that they have already experienced and are experiencing. I am sure 
that they will have confidence in this administration to do its job. 

Mr. Hacen. I hope they have that confidence and continue it as 
such, sir. 
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Postmaster General SUMMERFIELD. We are doing our level best to 
deserve it, sir. As I say, sometimes the public are far ahead of us in 
their thinking. 

Mr. Coir. May I ask this one question? It has been my observa- 
tion that postal rates once increased, and particularly rates on first- 
class matter, are never reduced. Would you object to a time limita- 
tion being placed upon the increase, the proposed increase on first- 
class mail? For instance, 2, 3, or 4 years? 

Postmaster General SuMMERFIELD. The Department’s position will 
be a willingness to accept the decision of the Congress of the United 
States in the matter of rate increases, Whatever it may be. In that 
framework we will work as diligently as we can to bring about as 
many efficiencies as We can. 

Mr. Cour. Do you not think that you can effect any economies in 

period of 3 years to warrant the rate on first-class? I am not talk- 
ing about other classes of mail; I am talking about the poor-man’s 
letter, the rate on first class maybe dropping again to 3 cents? 

Postmaster General SUMMERFIELD. Do you ask if we have any 
objection? 

Mr. Cote. Do you not think that you can effect enough economies 
to provide these adjustments within the departments such as you 
have made such great strides in already? Do you not think you can 
overcome many of these deficits and thereby warrant the return to 
3 cents? 

Postmaster General SUMMERFIELD. We will make every effort. 
Nothing could make us any happier than to keep the rates where 
they are and improve the service and to balance the budget. That is, 
of course, a perfect objective. That is the ultimate. But I do re- 
spectfully reemphasize to you the importance of immediate action. 
[ am sure that there is not a person in this room, a member of your 
committee, that does not recognize the danger in the economic status 
of this country as of this moment. In relation to our national debt 
and other items, the Post Office Department, being the biggest of ali 
departments in the Government other than the defense organization, 
has a major responsibility. 

Mr. Cote. I am sorry I did not hear your reason a while ago for 
withdrawing your proposal for temporary increase. 

Postmaster General SUMMERFIELD. Because it is the prerogative 
of this committee, and of the Congress, to set the rates and the length 
of time they should be effective. 

Mr. Cote. Not to exceed 4 vears? 

Mr. Hagen. Will vou yield fora quest ion, Mr. Cole? 

In addition to that, then, | might say it is also the prerogative of 
of Congress to set the rates. 

The CuHarrMan. The Postmaster General has told us that he makes 
recommendations that come up here in the form of a bill, what he 
thinks ought to be done with respect to these rates. It is up to the 
committee to make its recommendations to the Congress and the Con- 
gress decides what it wants to do. 

Postmaster General SUMMERFIELD. We will be very happy to accept 
your decision and work wthin the limitations imposed upon us. 

Mr. Corsert. This question came as a little surprise but in the 
executive sessions you can be sure there will be proposals to make 
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first-class 4 cents, both local and nonlocal, and there may be sugges- 
tions to make the rate 4 cents, local, and 5 cents, nonlocal. 

Now, when the Department was considering this rate increase and 
just for the record, we would like to have your opinion as to why the 
4 cents right straight across the board with resulting lack of confusion 
was decided against or why it was not decided in view of the fact that 
we are probably going to certainly give consideration to salary in- 
creases next year and there may be transportation increases, as t 
why we did not in one package produce enough revenue here to meet 
what are pretty certainly your future costs. 

Postmaster General SUMMERFIELD. We tried to take all elements in- 
to consideration. In local mail, as has been brought out in the testi- 
mony, we are not confronted with the costs of transportation to the 
degree that we are on nonlocal mail; so we thought, in fairness to the 
local users, which represent about 25 percent of the total users of first- 
class mail, that we should recognize that economic factor. 

Mr. Corzserr. There is definitely a point there, but it is difficult to 
differentiate between the user of local and nonlocal first class. 

Postmaster General SUMMERFIELD. It does place an added burden 
to the Department, no question about that. 

Mr. Corserr. It is the same person or same company in many 
instances. 

Postmaster General SUMMERFIELD. But I am sure we will have the 
benefit of the accumulated wisdom of the members of this committee 
the result of the years you have been on it and have become intimately 
associated and acquainted with the problems of this Department. 
[ am sure that, based on the information and the testimony presented 
up to this moment, you have been able to arrive at a solution that 
will be fair and proper and equitable and will recognize our respon- 
sibility to the overall fiscal condition of the country. 

Mr. Corserr. May I conclude by saying that that is more con- 
fidence than ever expressed before in this committee and I appre- 
ciate it. 

Postmaster General SUMMERFIELD. I know a good deal about the 
ladies and gentlemen, the members of this committee, and I have 
confidence in the results of your deliberations. I am certain they 
will be fair, realistic, and sympathetic to the overall problem. 

The CHarrmMan. Thank you, sir. 

The committee will meet at 10 o’clock Monday morning. We will 
stand adjourned. 

(Whereupon, at 12:25 p. m., the meeting was adjourned.) 
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